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REPORT 


OF  THE 

GOVERNMENT  DIRECTORS  OF  THE  UNION  PACIFIC 

RAILROAD. 


Boston,  December  7,  1878. 

Sir  : With  the  exception  of  a single  one  of  their  number  (Mr.  Chad- 
wick, of  Connecticut,  who  was  originally  made  a member  of  the  board  in 
March,  1877),  all  of  the  present  government  directors  of  the  Union  Pacific 
Railroad  were  appointed  within  the  present  year.  They  none  of  them  had 
any  previous  knowledge  of  the  affairs  of  the  corporation,  or  were  more 
than  generally  informed  as  to  its  relations  with  the  government.  Under 
these  circumstances  it  was  fortunate  that  very  shortly  after  their  appoint- 
ment was  decided  upon,  two  acts  of  Congress  were  passed  which  greatly 
simplified  their  work.  By  one  of  these  acts  the  annual  payments,  allow- 
ances, &c.,  to  be  made  to  the  government  by  the  Union  Pacific  were 
fixed ; while  by  the  other  a new  bureau  was  established,  in  connection 
with  the  Department  of  the  Interior,  for  auditing  the  accounts  of  that 
company,  among  others.  These  two  measures  of  legislation  effectually 
relieved  the  present  government  directors  from  further  considering  many 
subjects  which  had  engaged  the  attention  of  their  predecessors.  For  the 
immediate  time  being,  and  at  least  pending  the  action  of  the  courts  in 
cases  arising  out  of  the  operation  of  the  acts  referred  to,  and  which  are 
now,  it  is  understood,  ready  for  decision,  the  financial  relations  of  the 
government  and  the  Union  Pacific  must  be  considered  as  definitely  settled. 
This  subject,  therefore,  calls  for  no  further  discussion.  As  respects  also 
the  condition  of  the  company’s  finances,  its  resources  and  the  disposi- 
tion made  of  them,  the  government  has  its  own  auditor,  and  is  in  im- 
mediate possession  of  all  the  facts  and  statistics  which  it  would  be  in 
the  power  of  government  directors  to  furnish.  Neither  have  the  present 
directors  thought  it  incumbent  upon  them  to  further  investigate  ques- 
tions of  the  past  connected  with  the  construction  of  the  Union  Pacific 
road  or  its  earlier  operations.  They  have,  on  the  contrary,  deemed  that 
they  would  best  subserve  the  purpose  of  their  appointment  by  strictly 
confining  their  attention  to  questions  of  the  present,  giving  the  depart- 
ment such  information  as  they  might  be  able  to  procure  relating  to  the 
existing  condition  of  the  property,  and  the  policy  now  pursued  by  the 
direction  in  the  management  of  the  company’s  affairs. 

The  usual  yearly  inspection  of  the  road  was  made  in  September  and 
October  last.  All  of  the  members  of  the  board  took  part  in  it,  with  the 
exception  of  Mr.  Chadwick,  who  was  prevented  from  so  doing  by  busi- 
ness engagements.  He  therefore  does  not  join  in  that  portion  of  the 
report  derived  from  personal  observation  of  the  property  or  its  manage- 
ment on  the  spot.  Both  locally  upon  the  line  and  in  the  general  offices 
of  the  corporation  at  New  York  and  Bosi  ui  every  facility  has  at  all  times 
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been  afforded  the  directors  toward  obtaining  whatever  information  they 
may  have  desired.  No  disposition  to  withhold  or  conceal  has  at  any 
time  been  apparent.  On  the  contrary,  from  the  beginning,  the  fullest 
investigation  seemed  rather  to  be  courted;  while  more  than  once  the 
feeling  has  been  openly  expressed  that  justice  has  not  been  done  either 
to  the  actions  or  intentions  of  those  now  responsible  for  the  management 
of  the  company’s  affairs.  A public  inquiry,  at  once  impartial  and  intel- 
ligent, could,  it  was  claimed,  result  only  to  its  advantage. 

So  far  as  the  inquiries  of  the  present  government  directors  have  gone, 
they  have  been  of  a general  character,  and  have  related  solely  to  the 
two  subjects  already  referred  to — the  material  condition  of  the  property 
and  the  business  policy  of  those  managing  it.  As  respects  these  also, 
the  inquiry  lias  necessarily  been  both  partial  and  superficial.  The  con- 
clusions arrived  at,  so  far  as  they  go,  are  in  many  respects  quite  different 
from  what  the  directors  anticipated  when  the  inquiry  was  begun.  Such 
as  they  are,  however,  they  could  not.  be  avoided. 

In  passing  upon  the  material  condition  of  the  Union  Pacific  Railroad, 
the  first  point  to  be  determined  is  the  standard  by  which  it  shall  be 
judged — whether  by  that  in  use  on  the  Eastern  trunk  lines,  or  by  that 
in  use  on  the  best  roads  of  the  Mississippi  Valley,  or  by  the  less  severe 
standard  which  is  usually  applied  to  the  newer  roads  west  of  the  Mis- 
souri. In  view  of  the  facts,  which  it  is  unnecessary  to  more  than  refer 
to,  connected  with  its  organization  arid  construction,  it  seems  manifestly 
right  that  the  Union  Pacific  should  be  judged  by  the  most  severe  stand- 
ards known  among  the  railroads  of  the  country.  No  good  reason  is 
apparent  why  it  should  not  be  held  strictly  to  this  test,  or  why  its  owners 
and  officers  should  object  to  it.  As  is  matter  of  common  knowledge,  the 
road  was  practically  built  out  of  the  public  money,  and  the  stock,  which 
now  represents  its  ownership,  represents  little  besides  the  enterprise  and 
energy  which  the  original  constructors  put  into  their  undertaking.  The 
corporation,  on  the  other  hand,  received  from  the  government  an  indorse- 
ment of  unprecedented  liberality.  The  road  Avas  designed  to  be  a great 
national  thoroughfare ; a monument  of  public  liberality  and  of  private 
enterprise.  Under  these  circumstances,  those  representing  the  gwern- 
ment  in  the  conduct  of  its  affairs  would  clearly  not  be  justified  if  in  their 
inspection  they  applied  any  standard  short  of  the  highest  known  to  the 
railroad  system  of  the  country.  Especially  Avould  this  be  so  Avhen,  as  in 
this  case,  the  road,  as  a commercial  enterprise,  has  proved  a brilliant  suc- 
cess; when  its  annual  gross  earnings,  falling  but  little  short  of  $13,000,000, 
are  the  largest,  Avith  ti  ve  exceptions  only,  in  our  Avliole  railroad  system. 
Neither  are  those  earnings  peculiarly  absorbed  in  the  necessary  operation 
of  the  road.  On  the  contrary,  while  but  three  companies  only  in  the 
country — the  NeAV  York  Central  and  Hudson  Ri  ver,  the  Pennsylvania, 
and  the  Central  Pacific — report  larger  annual  net  proceeds,  the  percent- 
age of  operating  expenses  to  gross  receipts  (12  per  cent.)  has  during 
the  last  three  years  averaged  loAver  with  the  Union  Pacific  than  Avith 
any  other  great  railroad  company,  without  exception.  These  facts  are 
referred  to  in  this  connection,  not  to  prejudice  the  corporation,  but  sim- 
ply to  fix  beyond  a question  the  character  of  the  standard  Avddch  should 
be  applied  to  its  road. 

In  applying  that  standard,  lioAveA’er,  the  directors  have  endeavored  to 
bear  continually  in  mind  the  peculiar  conditions  of  climate,  soil,  traffic, 
and  population  under  Avhich  the  Union  Pacific  is  operated.  While  in 
many  respects  most  favorably  placed  for  economical  working,  that  rail- 
road is  also  subject  to  natural  laws  A\Thich  seem  peculiar  to  itself.  For 
instance,  the  line  Avas  originally  laid  out  and  the  road  AATas  constructed 
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rattier,  it  would  seem,  to  save  time  and  money  and  to  earn  a mileage 
subsidy  than  with  any  regard  to  what  are  considered  sound  engineering 
rules.  It  was  a surface  road,  in  which  cuts  and  embankments  were 
carefully  avoided,  without  regard  to  curvature  or  undulation  of  track. 
As  the  subsidy  was  paid  by  the  mile,  such  a method  of  construction, 
while  it  saved  money  on  the  one  hand,  earned  it  on  the  other.  In  grad- 
ually converting  this  original  structure  into  a first-class  permanent  work, 
it  would  naturally  be  expected,  according  to  all  established  precedent, 
that  the  alignments  would  be  rectified,  the  embankments  made  higher, 
and  the  cuts  deeper,  while  the  surface  undulations  would  have  been 
induced  to  grade.  Experience,  however,  lias  shown  that,  whether  saga- 
ciously designed  or  otherwise,  the  original  construction  was  for  this 
particular  road  the  best  construction  possible.  It  has  enabled  the  track- 
men to  contend  successfully  with  the  clouds  of  fine  dry  snow  which 
drift  in  winter  over  the  plains,  filling  every  cut,  but  blowing  clear  of  all 
embankments.  Accordingly  the  whole  tendency  of  the  company  in  the 
renewal  of  its  road-bed  has  been  to  seek  the  shoulders  of  the  hills  by 
curves  and  undulations,  instead  of  going  through  them  on  straight  lines 
at  an  even  grade.  The  effort  is  to  keep  the  track  at  all  points  slightly 
elevated  above  the  country  through  which  it  runs. 

So,  again,  as  respects  mason  work.  In  the  usual  process  of  first-class 
railroad  renewal  the  gradual  substitution  of  stone  for  trestles  and  piling 
is  assumed  as  a matter  of  course.  The  Union  Pacific,  as  regards  certain 
large  portions  of  its  line,  seems  to  be  an  exception  to  this  rule.  In 
many  places  the  company  is  now  even  taking  out  original  mason  work 
of  a fair  order  and  replacing  it  with  piling.  This,  too,  is  done  because 
experience  has  shown  that,  in  their  soil,  and  with  the  climatic  conditions 
under  which  they  work,  masonry  is  far  more  liable  to  wash-outs  than 
piling.  The  annual  rain-fall  is  not  large,  but  at  times  it  comes  in  tor- 
rents. No  ordinary  provision  is  then  adequate  for  the  water’s  escape, 
and  where  the  surface  of  the  soil  has  been  broken  to  put  in  mason  work, 
without  carrying  its  foundations  down  to  bed-rock,  the  superstructure 
is  peculiarly  liable  to  be  undermined  and  swept  away. 

The  same  climatic  conditions,  on  the  other  hand,  affect  the  road  most 
favorably  as  respects  its  economical  operation.  The  character  of  the 
soil  and  its  freedom  from  water  obviate  the  great  difficulty  of  frost, 
against  which  the  Eastern  roads  are  forced  to  unceasingly  contend.  On 
very  large  portions  of  the  Union  Pacific  the  directors  were  assured  that 
the  track  and  road-bed  came  each  spring  out  of  the  winter  in  much 
the  same  condition,  apart  from  regular  wear,  in  which  they  went 
into  it.  The  soil  neither  heaves  nor  washes.  This  again  immediately 
affects  the  life  of  rails  and  ties,  as  well  as  the  condition  of  the  rolling- 
stock.  Indeed,  cottonwood  ties  were  pointed  out  which  had  apparently 
been  in  the  track  since  the  original  construction  of  the  road  ten  years 
ago,  and  which  were  still  in  good  order. 

As  respects  fuel,  ballast,  and  building  material,  except  wood,  the  Union 
Pacific,  as  compared  with  the  generality  of  Eastern  roads,  is  most  advan- 
tageously placed.  Contrary  to  all  expectation,  and  again,  in  apparent 
defiance  of  experience,  the  native  soil  thrown  up  from  the  roadside  dur- 
ing the  process  of  original  construction  lias,  on  a large  portion  of  the 
line,  proved  itself  a ballasting  material  of  the  best  description.  Dry, 
elastic,  and  easily  handled,  it  calls  for  no  foreign  admixture,  and  would 
hardly  be  improved  by  it.  For  only  80  miles  of  the  entire  line,  or  but  8 
per  cent,  of  the  whole,  is  foreign  ballast  even  deemed  necessary.  So  also 
as  respects  fuel  and  building  material.  They  are  found  in  great  plenty  and 
of  the  best  description  directly  on  the  line  of  the  road,  although  in  many 
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cases  a long  haul  is  required  to  get  them  where  they  are  needed.  Yet 
this  haul  is  in  every  case  wholly  over  the  company’s  own  rails,  and  for 
it  they  can  use  their  own  returning  rolling-stock  at  their  own  conven- 
ience. Practically  its  cost  is  thus  reduced  to  a minimum. 

In  the  matter  of  grades,  also,  the  line  is,  considering  the  elevation 
necessary  to  be  overcome,  most  fortunately  circumstanced.  The  whole 
eastern  half  of  it,  a distance  of  more  than  500  miles,  is  a gently  ascend- 
ing western  grade,  averaging  10  feet  to  the  mile ; while  the  heavy  grades 
of  the  mountain  divisions  are  limited  to  three  localities,  respectively  of  00, 
50,  and  80  miles  in  extent,  in  which  90  feet  to  the  mile  is  the  maximum, 
and  that  at  one  point  only.  Of  the  entire  1,030  miles  of  the  road,  over 
800  are  most  easy  of  operation.  Xor  is  this  all.  The  overcoming  of 
grades  is,  of  course,  a mere  question  of  power.  In  the  case  of  the  Union 
Pacific,  the  grade  and  the  power  which  overcomes  it  are  met  together. 
As  the  coal-mines  are  in  the  mountain  divisions,  allowing  for  the  differ- 
ence between  the  value  of  coal  at  the  mouth  of  the  mine  ($1.13)  and  in 
Omaha  ($7.50),  it  would  actually  seem  to  cost  the  Union  Pacific  but  a 
trifling  amount  more  to  haul  its  trains  over  the  mountains  west  of  Chey- 
enne than  it  does  to  haul  them  over  the  plains  east  of  that  point. 

As  respects  water  and  the  price  of  labor,  the  company  operates  its 
road  at  certain  points  at  a serious  disadvantage.  Indeed,  in  the  west- 
ern divisions  the  absence  of  good  water  is  probably  more  seriously  felt 
than  the  presence  of  the  grades.  In  the  matter  of  snow,  on  the  other 
hand,  the  difficulties  originally  apprehended  have  been,  to  a great  ex- 
tent, overcome,  and  the  expenses  reduced  until  they  are  no  longer  mate- 
rial. The  officers  have  learned  how  to  deal  with  it,  and  during,  the  last 
three  years  the  entire  cost  of  removing  ice  and  snow,  including  the 
repair  of  sheds  and  fences,  has  added  hardly  one  cent  per  mile  to  the 
expense  of  running  trains. 

In  passing  upon  the  material  condition  of  the  line,  it  should  also  be 
borne  in  mind  that  in  the  traffic  which  the  Union  Pacific  is  called  upon  to 
accommodate  there  is  little  which  requires  frequent  or  expensive  hand- 
ling; that  is,  the  business,  both  freight  and  passenger,  through  and  lo- 
cal, whether  originating  and  ending  on  the  line  of  the  road  or  not,  is 
usually  carried  long  distances ; so  that  none  of  the  complicated  move- 
ment and  frequent  interchange  of  trains  is  required  which  is  usual  on 
Eastern  roads.  This,  of  course,  necessitates  no  such  elaborate  and 
costly  arrangement  of  tracks,  sidings,  yards,  buildings,  and  general  ap- 
pliances as  is  found  upon  roads  with  much  smaller  traffic  in  other  por- 
tions of  the  country.  These  need  not,  therefore,  be  looked  for.  The 
Union  Pacific  at  present  requires  only  those  accommodations  necessary 
for  doing  a business  of  the  simplest  known  character. 

Taking  all  these  things  into  consideration,  and  making  full  allowance 
for  them,  the  directors  are  unable  to  say  that  the  present  condition  of 
the  Union  Pacific  road  is  in  all  respects  satisfactory.  On  the  contrary, 
when  measuredby  the  standard  which  has  been  suggested,  its  deficiencies 
are  many  and  apparent.  The  policy,  as  respects  the  completion  and 
renewal  of  its  road,  which  the  company  apparently  has  pursued  and 
now  is  pursuing,  might,  perhaps,  if  judged  by  the  test  of  strict  business 
principles,  in  the  shrewd  management  of  a practical  monopoly,  be 
deemed  a fairly  liberal  one.  In  making  their  examinations,  it  is  true, 
the  present  directors  labored  under  the  great  difficulty  of  having  no  pre- 
vious knowledge  upon  which  to  base  a comparison,  but  it  is,  neverthe- 
less, sufficiently  obvious  that  the  property,  instead  of  deteriorating,  is 
being  brought  up  with  steadiness,  though  slowly,  to  a fair  degree  of 
average  excellence.  It  is  still,  however,  far  short  of  what,  with  its  orig- 
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inal  endowment  and  large  presenat  ernings,  it  ought  to  he — and  very  far 
short  in  almost  every  respect  of  that  high  standard  of  excellence,  both 
in  scope  and  in  detail,  to  which  those  familiar  with  the  great  trunk-lines 
of  the  country  are  now  accustomed. 

As  regards  the  local  management,  the  directors  are  not  sufficiently 
acquainted  with  those  who  compose  it  to  offer  any  criticism  of  value. 
The  officers  are  doubtless  competent  energetic,  and  faithful,  as,  unques- 
tionably, they  are  experienced.  There  is,  however,  nothing  in  thepies- 
ent  shape  of  the  organization,  as  regards  division  of  labor  and  study  of 
detail,  which  would  indicate  that  it  is  the  work  of  any  superior  organ- 
izing mind.  It  gives  rather  the  impression  of  being  simple  even  to 
crudeness,  and  quite  lacking  in  system.  This  absence  of  thorough  organ- 
ization is  very  apparent  whenever  results  are  examined  in  detail.  On 
the  road  itself,  for  instance,  it  is  evident  that  the  standard  of  excellence, 
where  it  has  been  established  at  all,  has  not  been  fixed  high  enough  or 
rigidly  insisted  upon.  It  is  true  that  the  Union  Pacific  has  always  been 
operated  and  renewed  under  circumstances  unfavorable  at  least  to  its 
thorough  reorganization.  Its  ownership  has  more  than  once  changed; 
and,  as  is  well  known,  it  has  at  times  been  in  hands  more  solicitous  as 
to  movements  of  the  stock  market  than  honestly  desirous  of  attaining 
even  material  excellence.  The  local  management  has  accordingly  never 
been  the  responsible  management ; nor,  however  good  and  compre- 
hensive its  ideas  may  have  been,  has  it  ever  occupied  a position  which 
would  have  enabled  it  to  carry  them  out.  Meanwhile  it  is  obvious  that 
no  system  whatever  has  been  pursued  in  filling  up  the  subordinate  situ- 
ations. As  vacancies  occurred,  officers  have  come  to  the  road  from  all 
sections  of  the  country,  and  have  brought  with  them  theories  and 
methods  which  are  far  from  uniform.  The  result  is  that  there  is  no 
apparent  uniformity  of  work.  While  the  individual  division  superin- 
tendents and  road-masters  appeared  efficient  and  faithful,  they  did  not 
recognize  the  same  standards,  nor,  it  was  obvious,  did  they,  in  many 
cases,  have  any  conception  of  what  the  highest  standards  were. 

This  singular  absence  of  system  appeared  throughout,  and  in  matters 
well  calculated  to  excite  surprise.  The  directors,  for  instance,  were 
unable  to  obtain  any  profile  or  detailed  map  of  the  road  to  aid  them  in 
their  examinations.  To  satisfactorily  inspect  a road  without  this,  or  a 
considerable  previous  familiarity  with  it,  is,  of  course,  impracticable ; 
and  yet  it  appeared  that,  if  such  documents  ever  existed,  they  had  been 
destroyed  and  had  not  yet  been  replaced.  So  also  as  respects  mile- 
posts ; if  the  Union  Pacific  ever  has  been  divided  off-,  except  by  section 
posts,  the  metes  have  long  since  disappeared,  so  that  it  is  now  extremely 
difficult  to  locate  anything  upon  its  line  except  by  stations  and  bridges. 
The  unfortunate  absence  of  standards  is,  however,  most  apparent  in  the 
motive  power  and  track  of  the  company.  For  this,  of  course,  the  pres- 
ent management  is  but  partially  responsible,  and  it  is  using  its  efforts 
to  reduce  the  existing  chaos  into  something  like  order.  This,  however, 
will  require  time.  Locomotives  and  rails  which  are  still  good  cannot,  of 
course,  be  discarded  because  unfortunately  they  were  purchased  of  every 
possible  pattern  in  the  early  days  of  the  enterprise. 

Passing  further  into  detail,  the  directors  found  the  general  offices  of 
the  corporation  at  Omaha,  the  new  depot  building  at  Council  Bluffs,  and 
the  several  roundhouses  at  the  division  centers,  all  excellent  structures 
and  creditable  to  the  company.  This  cannot  be  said  of  the  stations  and 
other  buildings  on  the  line,  even  those  at  the  converging  or  central  points, 
like  Ogden,  Cheyenne,  Kearney,  and  Omaha.  Originally  cheap  and 
temporary,  the  structures  at  these  points  have  deteriorated  with  time 
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and  use.  Large  and  expensive  renewals  in  this  respect  should  already 
have  been  made,  and  cannot  much  longer  be  deferred. 

The  general  repair-shops  of  the  company  at  Omaha  may  originally 
have  been  laid  out  upon  a convenient  plan ; but,  if  so,  it  was  one  which 
unfortunately  did  not  admit  of  extension.  Accordingly,  as  the  require- 
ments of  the  company  have  increased,  these  shops  have  become  incon- 
venient, and  their  reconstruction  on  a large  scale  would  seem  to  be  a 
mere  question  of  time.  The  division  shops,  on  the  other  hand,  as  well 
as  the  rolling-mills  at  Laramie,  seem  to  have  been  well  designed,  and  are 
amply  sufficient  for  all  requirements,  both  present  and  future.  Judging 
by  a very  superficial  examination,  and  the  results  as  seen  through  the 
returns,  the  shops  seem  to  be  well  and  skillfully  managed  and  open  to  no 
criticism. 

The  road  seems  to  be  liberally  equipped  with  rolling-stock,  which  is 
apparently  kept  in  very  good  order.  There  is  a great  abundance  of  ex- 
cellent motive  power,  though  the  locomotives  are  of  a number  of  differ, 
ent  patterns.  Indeed,  this  department  of  the  company’s  service,  per- 
haps more  than  any  other,  reflects  credit  upon  it. 

As  respects  its  bridges,  the  company  seems  to  be  pursuing  a system- 
atic and  sufficiently  liberal  policy  of  renewals.  The  original  structures 
have  lasted  remarkably  well.  The  larger  wooden  truss-bridges  are  now 
being  replaced  by  iron,  and  the  trestle  and  pile  bridging,  where  it  could 
not  be  gotten  rid  of  by  embankments,  seems  to  be  kept  in  thorough  re- 
pair, For  reasons  which  have  already  been  referred  to,  the  substitution 
of  mason-work  for  piling  in  the  smaller  bridges  and  culverts  does  not 
form  a part  of  the  company’s  policy  of  renewals. 

The  road-bed  is,  as  a whole,  not  yet  brought  up  to  the  proper  standard, 
as  it  is  in  many  places  light,  narrow,  and  low.  It  is,  however,  being 
rapidly  lifted  and  improved,  and  it  is  safe  to  say  that  the  work  of  renewal 
in  this  respect  will  more  than  keep  pace  with  the  renewals  of  iron.  If 
the  principle,  as  respects  curves,  cuts,  embankments,  and  undulations, 
upon  which  the  road  is  now  being  operated  should  prove  permanent  as 
well  as  correct,  the  bringing  the  road-bed  up  to  a condition  of  standard 
excellence,  including  the  important  item  of  ballasting,  will  be  a simple 
and  inexpensive  matter. 

The  lack  of  standard  and  system  which  has  been  remarked  upon  in 
other  respects  is  peculiarly  noticeable  in  the  matter  of  ties.  The  road 
is  as  a whole  very  well  provided  with  them ; indeed,  not  infrequently 
they  exceed  the  regulation  number  of  2,040  to  the  mile,  and  are  so  close 
together  that  there  does  not  seem  to  have  been  sufficient  space  left  be- 
tween them  to  enable  the  section-men  to  freely  work  the  ballast.  Little 
attention  seems  anywhere  to  have  been  given  to  the  careful  spacing  of 
the  ties,  and  if  any  rule  in  this  respect  was  ever  laid  down,  a rigid  com- 
pliance with  it  on  the  part  of  the  road-masters  has  obviously  not  been 
insisted  upon.  This  is  the  more  noticeable  as  the  character  of  the  soil 
and  absence  of  heavy  ballasting  would  seem  to  make  a careful  observ- 
ance of  some  rule  in  the  matter  peculiarly  desirable.  It  would,  however, 
seem  that  great  numbers  of  ties  have  from  time  to  time  been  put  in  the 
track,  with  very  little  regard  to  their  size,  while  none  have  been  taken  out 
until  they  were  thoroughly  rotted  through.  The  spiking  is  not  less  slov- 
enly, and  there  is  thus  an  absence  of  symmetry  and  disregard  of  ap- 
pearance about  the  track,  when  examined  in  detail,  which  is  not  suggest- 
ive of  a first-class  railroad. 

It  is  in  the  character  of  its  rails,  however,  that  the  Union  Pacific  is 
most  deficient.  Considering  the  large  income  of  the  company  and  the 
recent  low  price  of  steel,  the  economy  of  renewals  in  this  respect  has 
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been  carried  much  too  far.  While,  during  the  last  six  years,  first-class 
roads  in  other  parts  of  the  country  have  wholly  replaced  their  iron  with 
steel,  removing  every  defective  rail  from  their  tracks,  the  Union  Pacific 
has  thus  renewed  but  290  miles  out  of  1,036.  This  comparatively  small 
portion  of  its  track  is  fairly  up  to  standard,  but  the  remainder  can 
hardly  be  ranked  as  even  of  the  second  class.  In  it  are  not  seldom  to  be 
found  sections  of  track  where  there  are  rails  of  different  pattern  and  of 
varying  lengths,  with  joints  even  or  broken,  as  the  case  may  be. — resting 
on  chairs  or  spliced  with  plates, — on  the  ties,  or  suspended  between  the 
ties ; — rails  which  have  been  cut  and  turned  and  handled,  and  which  are 
low  at  both  joints  and  crushed  in  the  center.  X or,  unfortunately,  are  these 
very  exceptional.  The  rule  is  understood  to  be  that  no  rails  having- 
service  in  them,  of  over  16  feet  in  length,  are  to  be  removed  from  the 
track,  and  during  their  inspection  the  directors  not  infrequently  saw 
them  of  12  feet  in  length  and  even  less.  That  portions  of  the  road  can, 
under  such  circumstances,  safely  go  into  the  winter  must  be  due  to  the 
fortunate  freedom  of  the  soil  from  frost.  It  could  not  be  done  in  the 
East. 

In  explanation  of  this  very  noticeable  state  of  facts,  it  was  suggested 
to  the  directors  that  the  rails  which  have  been  referred  to  were  a por- 
tion of  the  original  iron  of  the  road,  which  was  of  such  a singular 
toughness  and  strength  that,  in  spite  of  its  battered  appearance,  it  was 
still  kept  in  the  tracks  for  the  simple  reason  that,  even  in  its  present 
condition,  it  was  found  to  outlast  new  iron.  It  would  hardly,  however, 
be  suggested  that  this  original  iron  is,  in  its  present  lamentable  state, 
superior  to  steel ; and  it  is  with  steel  that  first-class  roads  are  now 
equipped.  The  Union  Pacific,  moreover,  as  respects  its  iron,  continues 
the  practice,  long  since  abandoned  by  solvent  companies,  of  putting- 
down  in  front  of  its  stations  the  poorer  rails  taken  up  among  those  still 
having  service  left  in  them,  upon  the  ground  that,  as  the  trains  run  at 
slow  speed  before  the  stations,  this  description  of  rails  can  be  used  there 
without  danger.  Judged  by  any  standards  now  in  use  outlie  first-class 
roads  of  this  country,  no  rail  which  is  not  safe  to  run  over  at  speed,  is 
thought  safe  to  keep  in  a main  track  anywhere.  Certainly  the  careful 
collection  of  such  rails  in  the  tracks  before  stations  indicates  an  utter  dis- 
regard of  appearances  and  absence  of  pride  which  should  not  be  found 
in  those  managing  a great  continental  thoroughfare.  The  directors  feel 
that  in  this  respect  the  condition  of  the  road  is  open  to  sharp  criticism, 
and  that  they  would  be  failing  in  duty  if  they  refrained  from  express- 
ing it. 

In  conclusion,  their  examination  has  led  the  directors  to  believe  that 
the  policy  now  pursued  by  the  company  in  regard  to  the  material  con- 
dition of  the  property,  while  careful  and  sufficiently  safe,  is  by  no  means 
liberal.  The  impression  given  to  an  inspector  is  that  the  principles  of 
economy  are  very  rigidly  impressed  by  a distant  board  of  direction  on 
the  local  management.  The  percentage  of  operating  expenses  to  gross 
earnings  is  very  closely  watched.  However  it  might  be  if  the  road 
were  completed  and  brought  throughout  up  to  a first-class  standard,  it  is 
obvious  that  the  percentage  of  operating  expenses  is  now  smaller  than 
it  should  be ; and  the  reason  that  it  is  smaller  is  made  plainly  apparent 
by  any  close  inspection.  The  policy  of  the  company  in  this  respect  has 
not  been  such  as  the  country  had  a right  to  expect  or  the  government  to 
insist  upon. 

The  relations  of  the  Union  Pacific  with  the  public  generally,  with 
the  community  it  was  built  to  serve,  with  the  country  and  its  inhabitants 
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along  its  line,  and  witli  the  connecting  roads,  remain  to  be  considered. 
This  subject  is,  however,  one  far  more  difficult  to  deal  with  than  the 
mere  material  condition  of  the  property.  It  is  possible  to  go  over  the 
road,  even  without  any  great  familiarity  with  it,  and  to  report  on  the 
state  of  the  permanent  way,  the  stations  and  the  rolling-stock,  and  to 
feel  in  so  doing  a reasonable  assurance  against  any  considerable  error 
in  judgment.  It  is  far  otherwise  with  a business  policy.  To  pass  with 
any  weight  of  authority  upon  that,  calls  for  an  acquaintance  with  facts 
which  cannot  be  speedily  acquired,  much  less  improvised.  For  it  is  to  be 
borne  in  mind  that  the  business  policy  of  the  Union  Pacific  necessarily 
affects,  and  is  itself  affected  by  the  requirements  and  facilities  of  a 
region,  sparsely  inhabited,  it  is  true,  but  more  than  equal  in  area  to  all 
the  countries  of  Europe  west  of  Russia.  Not  only  is  the  road  itself  more 
than  a thousand  miles  in  length,  but  the  form  which  its  tariffs  take  is 
directly  influenced  by  the  course  of  traffic  on  the  upper  Missouri,  over 
the  Isthmus  of  Panama,  and  about  Cape  Horn.  Besides  being  the 
great  artery  of  commerce  across  the  continent,  it  supplies  the  local  needs 
of  wholly  separate  communities,  engaged  in  industries  as  varied  as  agri- 
culture, the  raising  of  cattle,  and  mining.  Under  these  circumstances, 
it  would  be  pure  assumption  in  any  body  of  men,  with  no  better  oppor- 
tunities than  the  present  directors  have  yet  had,  to  pretend  to  speak 
absolutely  on  this  subject.  Certain  impressions  undoubtedly  have  been 
received,  and  a few  conclusions  reached,  but  what  the  directors  say  in 
this  portion  of  their  report,  they  say  with  hesitation,  and  subject  to 
limitations  almost  sure  to  result  from  a larger  and  more  intimate  knowl- 
edge. 

Upon  one  point,  however,  they  are  clear.  As  respects  its  business 
policy  no  less  than  as  respects  its  material  condition,  the  Union  Pacific 
occupies  a peculiar  position.  It  is  both  a national  and  a continental 
thoroughfare,  built  in  a large  degree  by  contributions  from  the  public 
purse.  In  view  of  these  facts,  those  who  own  and  control  it  have  in- 
curred a responsibility  which  they  should  cheerfully  recognize,  and 
which  they  should  not  be  permitted  to  ignore.  The  policy  of  the  com-, 
pany  should  be  a public-spirited  policy.  The  community  has  a right  to 
expect  that  in  its  commercial  relations  strict  business  principles  should 
be  tempered  with  liberality.  It  would  not  seem,  therefore,  unreasonable 
to  ask  that  the  development  of  the  country,  and  the  easy  and  even 
economical  exchange  of  traffic  should  be  considered  by  those  invested 
with  the  management,  as  well  as  the  strict  business  view  of  the  largest 
profit.  In  any  event,  it  is  clearly  the  mission  of  those  representing  the 
national  government  in  the  Union  Pacific  direction — if,  indeed,  they 
have  any  mission — to  develop  this  principle  of  public  responsibility, 
and  to  keep  it  continually  in  the  minds  of  those  more  immediately  in- 
trusted with  the  management.  Not  that  it  is  either  expected  or  desired 
that  the  Union  Pacific  should  be  operated  without  regard  to  profit.  On 
the  contrary,  the  interest  of  the  corporation  and  of  the  government,  as 
its  largest  creditor,  are  in  that  respect  the  same.  What  is  desired,  and 
should  be  insisted  upon,  is  obviously  something  of  a wholly  different 
character;  it  is  that  the  business  policy  of  the  corporation  should  be 
large  and  liberal-minded,  a policy  looking  not  only  to  the  immediate 
returns  of  the  present  month  or  year,  but  which  gives  full  weight  also 
to  those  remote  results  which  may  be  made  to  follow  the  development  of 
the  country ; above  all,  a policy  which  seeks,  so  far  as  circumstances  will 
permit,  to  avoid  all  discriminations,  and  to  deal  reasonably  and  equitably 
both  with  other  roads  and  with  differently  circumstanced  individuals 
and  communities. 
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Measured  by  this  standard,  it  would  be  occasion  for  surprise  if  the 
course  of  the  Union  Pacific  was  not  found  open  to  much  adverse  criti- 
cism. It  unquestionably  is.  This  criticism,  however,  it  may  be  stated 
in  the  outset,  should  not  partake  of  the  character  of  sweeping  denunci- 
ation. There  is,  on  the  contrary,  much  to  be  said,  both  generally  and 
in  detail,  in  defense  of  the  course  which  the  company  has  recently  pur- 
sued in  the  conduct  of  its  business.  All  things  considered,  its  tariffs, 
though  high  in  comparison  with  those  in  use  on  some  of  the  trunk  lines 
of  the  East,  are  lower  than  the  average,  and  in  no  respect,  at  once  prac- 
tical and  material,  appear  to  be  extortionate.  The  rate  on  through  traf- 
fic during  the  year  1877-78  appears  to  have  averaged  1.62  cents  per  ton 
per  mile ; while  that  on  local  traffic,  exclusive  of  coal  which  the  com- 
pany carried  on  its  own  account,  averaged  2.54  cents.  Any  inference  as 
to  the  reasonableness  or  otherwise  of  these  rates  drawn  from  comparing 
them  with  similar  averages  reached  from  the  statistics  of  more  eastern 
roads  would,  however,  be  extremely  fallacious,  unless  full  allowance  is 
made  for  the  different  conditions  under  which  the  business  is  done.  A 
very  high  average  rate  on  local  business  upon  one  road  may,  for  instance, 
be  a very  low  rate  upon  another.  The  whole  question  turns  upon  the 
cost  of  doing  the  business,  and  that  again  depends  on  its  volume,  the 
length  of  haul,  and  the  frequency  and  expense  of  handling.  As  re- 
spects volume  of  local  business  the  advantages  would  probably  be  with 
the  roads  of  the  East;  but  it  would  be  immensely  the  other  way  as  re- 
spects length  of  haul  and  cost  of  handling.  So  with  through  business. 
The  average  rate  returned  by  the  Union  Pacific,  if  used  for  purposes  of 
comparison,  is  merely  deceptive ; for  it  would  naturally  be  inferred  that 
it  represents  the  amount  charged  the  shipper  by  this  company  for  the 
service,  as  the  similar  average  in  the  case  of  the  more  eastern  road  rep- 
resents the  amount  charged  by  it.  The  one  is  thus  compared  with  the 
other,  and  an  inference  is  drawn.  In  neither  case,  however,  does  the 
rate  returned  really  represent  the  charge  made.  The  charge  was  for  the 
entire  service,  and  represented  transportation  over  a given  number  of 
miles.  It  is  divided,  however,  among  those  performing  the  service,  not 
in  proportion  to  miles  of  carriage  done  by  each,  but  upon  an  agreed  arbi- 
trary basis,  the  Union  Pacific  receiving  more  than  its  proportionate  share. 
Thus,  though  the  whole  rate  paid  by  the  shipper  may  have  been  perfectly 
reasonable,  and  even  low,  considering  the  service,  through  the  process  of 
division  it  may  be  made  to  appear  as  an  actually  extortionate  charge  in 
the  returns  of  the  one  road,  and  as  a merely  nominal  charge  in  the  re- 
turns of  the  other. 

The  conclusions  of  the  directors  as  to  the  generally  reasonable  char- 
acter of  the  Union  Pacific  tariffs  are  not  therefore  based  upon  the  aver- 
age rates  reported  by  the  company.  The  fact  would  seem  to  be  that 
the  commonly  entertained  idea  as  to  the  position  this  road  occupies  in 
respect  to  its  local  business  is  essentially  erroneous.  According  to  that 
idea,  if  the  directors  correctly  understand  it,  the  Union  Pacific  enjoys 
a monopoly ; practically,  from  end  to  end  of  its  line,  it  is  free  from  com- 
petition and  at  liberty  to  regulate  its  system  of  charges  as  it  sees  fit. 
This,  however,  is  in  reality  the  case  to  a rather  unusually  small  extent. 
It  is  true  that  the  company  is  exposed  at  but  few  points  only  to  the  in- 
tense pressure  of  competition  with  which  the  railroads  farther  east 
are  familiar,  but  almost  nowhere  is  it  wholly  exempt  from  compe- 
tition of  some  sort.  For  instance,  in  Eastern  Nebraska  it  meets  it 
from  rival  railroad  lines.  The  cattle  interest  is  almost  the  only  one  of 
which  Western  Nebraska  admits,  and  cattle  can  always  be  driven  from 
one  competing  line  of  railroad  to  another  in  search  of  better  rates. 
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Cheyenne  is  a point  of  active  railroad  competition.  To  the  north  of 
Cheyenne  are  the  Black  Hills,  and  for  the  business  of  this  region  it  is 
necessary  for  the  railroad  to  compete  with  the  steamboats  of  the  Mis- 
souri River.  Beyond  Cheyenne,  except  for  its  coal-fields,  of  which  it 
does,  indeed,  enjoy  a practical  and  very  valuable  monopoly,  the  road 
runs  through  a desert  region  to  its  terminus  at  Ogden.  From  Ogden  it 
supplies  the  Territory  of  Montana  in  competition  with  the  Missouri 
steamboats,  and  the  Territory  of  Utah  in  competition  with  the  Central 
Pacific.  Practically,  therefore,  in  case  of  its  coal-fields  alone  does  the 
Union  Pacific  enjoy  a real  monopoly  of  any  considerable  value.  At  the 
few  points  on  its  line  where  it  finds  any  business  to  speak  of,  it  meets 
competition  in  some  form  ; at  the  many  points  where  it  meets  no  com- 
] letition  it  finds  no  1 msiness.  This  fact  alone  would  prevent  the  adoption 
of  extortionate  rates. 

Apart  from  all  competition,  however,  such  does  not  seem  to  have  been 
its  policy.  In  the  adjustment  of  its  tariffs  it  has  evinced  a spirit  at  once 
shrewd, business-like,  and  money-making;  fully  awake  to  all  the  advan- 
tages of  geographical  situation,  and  disposed  to  forego  none  of  them, 
but  rarely  oppressi  ve  withal.  As  a rule,  a careful  regard  seems  to  have 
been  shown  to  what  any  particular  branch  of  business  could  afford  to 
pay;  and  this,  rather  than  the  cost  of  the  service  rendered,  or  any  more 
remote  advantages  to  be  expected  from  it,  would  appear  to  have  afforded 
the  basis  upon  which  rates  were  established.  In  pursuing  this  general 
policy  the  company  has  by  no  means  disregarded  local  interests.  On 
the  contrary,  it  has  not  infrequently  provoked  the  enmity  of  connecting 
lines  in  its  efforts  to  protect  and  develop  such  interests.  For  these  and 
other  good  and  reasonable  features  in  its  policy  the  Union  Pacific  has 
not,  as  it  seems  to  the  directors,  received  the  full  degree  of  credit  which 
is  its  due.  As  a whole,  however,  its  business  policy  has  neither  been 
far-sighted  nor  liberal.  It  is,  in  fact,  such  a policy  as  might  naturally  be 
expected  from  a capable  local  management,  anxious  for  good  immediate 
results,  but  having  uo  conception  of  any  such  broad  and,  perhaps,  states- 
manlike views  as  the  directors  have  endeavored  to  suggest.  Looked 
upon,  however,  simply  as  a feature  in  the  management  of  a private  en- 
terprise, the  object  of  which  is  to  secure  the  largest  immediate  returns, 
at  once  safe  and  not  unreasonable,  upon  its  outstanding  securities,  the 
recent  business  policy  of  the  Union  Pacific  is  open  to  few  criticisms. 

Perhaps,  however,  the  directors  could  best  illustrate  their  meaning, 
and  at  the  same  time  avoid  any  possible  imputation  of  vagueness, 
through  a few  examples  drawn  directly  from  the  recent  tariffs  of  the 
company.  Take,  for  instance,  the  following : During  the  last  few  years 
there  has  been  a great  increase  in  the  production  of  wheat  in  the  vicinity 
of  Cheyenne  and  in  Northern  Colorado.  This  wheat  finds  a market  in 
the  East,  as  well  as  among  the  mountains.  It  can,  however,  afford  to 
seek  an  eastern  outlet  only  at  the  lowest  possible  rates  of  carriage,  and 
those  rates  the  company  have  to  offer  it  or  not  get  it  at  all.  Recogniz- 
ing these  facts,  the  Union  Pacific  has  made  for  this  business  the  extremely 
low  rate  of  5 mills  per  ton  per  mile  from  Cheyenne  to  Omaha;  and  in  so 
doing  they  have  reasoned  that  it  was  sound  policy  to  carry  this  wheat 
out  even  at  these  rates,  or  it  might  be  even  at  a loss,  in  view  of  the  in- 
direct profit  derived  from  it.  For,  it  was  argued,  the  prosperity  of  the 
farmers  throughout  that  region  is  the  prosperity  of  the  road.  If  the 
company  does  carry  their  wheat  to  a market  at  a small  loss  it  brings 
back  their  supplies  of  every  description  at  a considerable  profit,  and  this 
indirect  return  amply  compensates  any  immediate  sacrifice. 

This  is  a liberal  and  far-sighted  business  policy,  which,  if  systemat- 
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ieally  pursued  after  a careful  and  intelligent  study  of  both  the  existing 
conditions  and  future  possibilities  of  the  country,  would  leave  nothing  to 
be  desired.  Even  in  this  case,  however,  it  may  well  be  questioned 
whether  the  rate  named  resulted  from  anything  but  a careful  calcula- 
tion of  what  the  business  could  afford  to  pay.  Whether  it  did  or  not, 
however,  the  proceeding  was  exceptional,  while  an  example  of  the  policy 
more  usually  pursued  is  found  in  tliecase  of  coke  carried  into  Utah. 

Utah  is  essentially  a mining  region.  One  great  obstacle  in  the  way 
of  its  development  as  such  is  the  want  of  any  coal  fit  for  coking.  The 
importation  of  an  abundant  supply  of  coke  for  use  iu  smelting  opera- 
tions is  to  the  miner  of  Utah  not  less  important  than  the  cheap  export 
of  wheat  is  to  the  farmer  of  Colorado.  It  is,  in  fact,  a raw  material  of 
prime  importance.  A liberal  and  far-sighted  policy  on  the  part  of  the 
Union  Pacific  would  apparently  study  a means  of  furnishing  this  article 
of  necessity  at  the  lowest  possible  rate,  while  a profit  would  be  counted 
on  from  the  consequent  traffic  involved  in  supplying  the  wants  of  a large 
and  active  business  community.  While,  however,  as  has  been  stated, 
the  Union  Pacific  takes  the  wheat  out  from  Colorado  at  a rate  of  but  5 
mills  per  ton  per  mile,  it  charges  15  mills  per  ton  per  mile  for  carrying 
coke  to  Utah ; although  in  the  former  case  the  haul  is  but  500  miles 
(Cheyenne  to  Omaha),  while  in  the  latter  case  it  is  1,036  miles  (Omaha  to 
Salt  Lake).  It  is  true  that  the  wheat  is  brought  out  on  a generally  de- 
scending, and  the  coke  is  carried  in  on  a generally  ascending,  grade; 
this,  however,  would  by  no  means  account  for  the  difference  in  rate, 
which  is  apparently  fixed  with  a simple  view  to  what  the  business  is  be- 
lieved to  be  able  to  pay.  The  instance  cited  is  that  of  Pittsburgh  coke, 
which  is  now  laid  down  in  Salt  Lake  City  at  $26  a ton,  a reduction  of 
$7  from  former  prices.  Of  this  $26  no  less  than  $21.15  represents  freight 
paid  to  the  several  carriers  for  transportation,  of  which  the  Union  Pa- 
cific exacts  for  itself  three-fifths,  making  no  concession  to  the  consumer. 

Meanwhile  a good  coking  coal  is  now  found  also  in  Colorado,  and  in 
this  case  the  policy  of  the  Union  Pacific  is  even  more  pronounced.  The 
Colorado  coke  destined  for  Ogden  reaches  the  Union  Pacific  at  Chey- 
enne, the  same  point  where  it  receives  the  Colorado  wheat  destined  for 
Omaha.  The  haul  is  in  each  case  the  same,  500  miles ; but  while  on  the 
wheat  going  out- the  tariff  rate  is  5 mills  per  ton  per  mile,  on  coke  going 
in  it  is  four  times  that  amount,  or  2 cents  per  ton  per  mile.  There  can 
be  no  doubt  that  either  from  Omaha  or  Cheyenne  a tariff  of  1 cent  per 
ton  per  mile  on  coke  to  Utah  would  yield  the  Union  Pacific  a sufficient 
margin  of  profit.  On  the  equally  heavy  mountain  divisions  of  the  Penn- 
sylvania and  Baltimore  and  Ohio  roads  that  rate  for  much  shorter  hauls 
would  be  regarded  as  high.  The  business,  by  no  means  inconsiderable 
now,  responds  immediately  by  a large  increase  in  volume  to  each  reduc- 
tion in  rate.  A reduction  to  1 cent  per  ton  per  mile  would  mean  a sav- 
ing of  $5  per  ton,  or  about  three  times  its  original  cost  at  Pittsburgh, 
on  all  the  coke  used  in  the  smelting  works  of  Utah. 

Turning  now  to  the  coal  tariffs  of  the  road,  the  corporation,  as  is  well 
known,  is  a large  miner  from  deposits  on  its  own  lands,  as  well  as  a 
carrier.  Its  mines  are  situated  on  the  western  half  of  its  line,  and  the 
coal  from  them  is  carried  west  to  Ogden  and  east  to  Omaha.  From 
Bock  Springs  to  Omaha,  a distance  of  830  miles,  in  one  portion  of  which 
the  heaviest  adverse  grades  in  the  road  have  to  be  surmounted,  the 
freight  is  about  $5.75  per  ton,  allowing  $1.25  as  the  cost  of  mining  and 
50  cents  for  profit,  or  a little  less  than  7 mills  per  ton  per  mile.  At  Omaha 
the  Bock  Springs  coal  comes  in  competition  with  that  from  Iowa,  and 
the  rate  is  thus  fixed  by  competition.  On  the  other  hand,  the  distance 
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from  Almy,  the  point  of  supply,  west  to  Ogden  is  SO  miles,  and  the  tariff 
rate  is  $2.50  per  ton,  or  a little  more  than  3 cents  per  ton  per  mile;  the 
grades  in  this  case  being  all  descending.  In  other  words,  the  company 
carries  its  coal  830  miles  to  Omaha,  where  it  meets  competition,  at  the 
rate  of  7 mills  per  ton  per  mile ; and  it  also  carries  it  in  the  other  direc- 
tion 80  miles  to  Salt  Lake,  where  it  meets  no  competition,  and  charges 
for  so  doing  30  mills  per  ton  per  mile.  It  may  further  be  mentioned 
that,  owing  to  descending  grades,  a locomotive  can  haul  more  loaded 
cars  from  Almy  to  Ogden  than  it  can  drag  back  empty  from  Ogden  to 
Almy. 

As  it  is  not  the  purpose  of  the  directors  at  this  time  to  examine  these 
questions  of  rates  exhaustively,  but  simply  to  refer  to  them  as  illustrat- 
ing certain  general  features  of  business  policy,  the  examples  given  would 
seem  to  suffice.  At  the  risk,  however,  of  entering  too  much  into  detail, 
a single  other  example  may  be  referred  to  as  showing  the  course  pur- 
sued by  the  company  in  the  familiar  matter  of  charging,  in  case  of  com- 
petition, more  for  a shorter  than  for  a longer  carriage  from  the  same 
point. 

Arguments  may  be  urged  in  extenuation  of  this  practice  where  the 
competition  is  severe  but  temporary.  There  maybe  reasons  against  the 
complete  disarrangement  of  a system  of  reasonable  local  rates  merely 
because  an  unreasonably  low  rate  to  a single  point  is  expedient  for  the 
moment.  This  happened  on  the  Union  Pacific  during  the  last  summer, 
when  a violent  competition  over  the  Colorado  business  temporarily 
forced  rates  from  Omaha  to  Cheyenne  to  a quarter  part  of  the  local  rate 
then  made  from  Omaha  to  Sidney,  100  miles  east  of  Cheyenne.  The 
directors  do  not  here  propose  to  discuss  the  question  whether  these  argu- 
ments are  entitled  to  consideration  or  otherwise  under  such  circum- 
stances as  these.  What  was,  however,  in  the  case  of  Sidney  a temporary 
exception  to  a rule,  will  be  found  at  other  points  on  the  Union  Pacific 
to  be  the  rule  itself.  Take,  for  instance,  Evanston  as  compared  with 
Ogden.  The  latter  point,  as  being  the  western  terminus  of  the  Union 
Pacific  and  the  eastern  terminus  of  the  Central  Pacific,  is  naturally  a 
competing  point — that  is,  the  place  can  be  supplied  from  either  eastern 
or  western  distributing  centers,  from  Chicago  on  one  side,  or  from  San 
Francisco  on  the  other.  Accordingly,  in  order  not  to  lose  the  business, 
the  Union  Pacific  is  frequently  compelled  to  make  competition  rates  to 
Ogden,  so  that  the  tariff  on  many  articles  to  that  point  is  lower  than  it 
is  to  other  points  much  nearer  Omaha,  of  which  Evanston  is  one.  In 
such  cases  the  company  professes  to  give  Evanston  the  benefit,  as  it  is 
termed,  of  the  competing  rates — that  is,  in  making  the  rate  from  Omaha 
to  Evanston  (954  miles)  it  charges  the  full  through  rate  from  Omaha  to 
Ogden  (1,036  miles),  and  then  adds  to  it  the  local  rate  from  Ogden  back 
to  Evanston  (78  miles).  In  this  way  Evanston  enjoys  the  benefit  of 
competition  by  having  its  geographical  distance  from  Omaha,  as  com- 
pared with  Ogden,  increased  156  miles,  upon  one-half  of  which  the  full 
competitive  rate,  and  upon  the  other  half  of  which  the  full  local  rates 
is  charged. 

This  method  of  making  a so-called  competitive  rate  to  local  points  is, 
of  course,  not  peculiar  to  the  Union  Pacific.  It  is  in  use  on  many  of 
the  roads  of  the  Western  States,  and  is  a fruitful  source  of  complaint. 
It  is  one  of  those  harsh  outgrowths  which  seem  to  be  inseparable  from 
all  uncontrolled  railroad  competition,  and  the  remorseless  length  to  which 
the  abuse  was  at  one  time  carried  contributed  more  than  any,  or  proba- 
bly than  all  other  causes  combined,  to  the  Granger  agitation  of  1871-’75. 
To  whatever  extent  such  discriminations  may  have  been  justified,  how- 


ever,  if  at  all,  under  the  extreme  results  to  which  more  eastern  roads 
were  driven  by  the  pressure  of  an  unbearable  competition,  there  would 
certainly  seem  to  be  no  excuse  whatever  for  them  in  the  case  of  a road 
circumstanced  as  the  Union  Pacific  now  is.  Such  a policy  of  petty  dis- 
crimination can  hardly  be  deemed  otherwise  than  wholly  inconsistent 
with  any  high  sense  of  public  responsibility. 

The  instances  which  have  hitherto  been  cited  have  been  drawn  wholly 
from  the  tariffs  of  the  company  on  its  local  traffic.  As  is  well  known,  how- 
ever, this  is  by  no  means  its  most  remunerative  traffic.  The  Union  Paci- 
fic is  essentially  a through  line.  Of  this  portion  of  its  business,  also, 
for  reasons  which  will  presently  be  alluded  to  in  detail,  it  enjoys  a com- 
paratively undisturbed  possession.  In  referring  to  its  through  business, 
however,  it  is  necessary,  in  order  to  avoid  drawing  unfair  inferences,  to 
bear  certain  considerations  clearly  in  mind.  In  the  first  place,  though 
the  profit  derived  from  it  by  the  Union  Pacific  is  manifestly  large,  the 
total  burden  imposed  upon  the  public  is  by  no  means  proportionately 
heavy.  The  exceptional  profits  in  great  degree  result  from  that  system 
of  arbitrary  division  which  has  already  been  referred  to.  To  the  ship- 
per it  is  a matter  of  no  consequence,  provided  he  does  not  pay  for  the 
whole  carriage  of  his  goods  more  than  is  reasonable,  whether  the  Jfew 
York  Central,  or  the  Kock  Island,  or  the  Union  Pacific  gets  more  or  less 
than  its  fair  proportion  of  the  whole  amount  paid.  That  is  a question 
which  concerns  simply  the  various  carriers;  and,  as  a rule,  they  may 
safely  be  left  to  take  care  of  themselves.  Meanwhile  these  through  con- 
tinental rates  are  especially  under  the  control  of  the  Pacific  roads ; the 
Central  making  the  East-bound,  and  the  Union  the  West-bound.  A 
noticeable  illustration  of  the  absence  of  that  sense  of  high  public  respon- 
sibility in  the  management  of  a trust,  which  the  directors  have  referred 
to,  was  during  the  last  season  furnished  in  connection  with  those  West- 
bound rates. 

In  the  month  of  July  last,  a sudden  announcement  was  made  that  the 
tariffs  on  through  freighting  business  over  the  Pacific  roads  had  been 
altered,  and  that,  while  the  classification  of  certain  articles  had  been 
changed,  the  rates  upon  others  had  been  advanced  from  50  to  100  per  cent. 
The  reason  of  this  movement,  which  naturally  excited  surprise  as  well 
as  indignation  among  those  affected  by  it,  was  not  at  first  apparent.  It 
was,  however,  soon  learned.  It  was  purely  strategic.  The  company 
did  not  really  propose  to  raise  its  tariff  rates ; on  the  contrary,  it  was 
ready  to  slightly  reduce  them ; but  it  did  propose  to  take  full  advan- 
tage of  its  position  to  secure  as  much  as  possible  of  the  trans-continental 
business.  As  a first  step  toward  this,  it  practically  did  away  with  its 
open  tariff,  by  the  very  simple  process  referred  to.  Under  the  open 
tariff,  at  the  old  rates,  the  larger  business  firms  dealing  between  the  two 
coasts  had  a choice  of  routes — that  by  water  and  that  by  rail.  They,  in 
practice,  availed  themselves  of  this  option  by  sending  their  coarser 
freights,  or  those  in  regard  to  which  time  in  delivery  was  immaterial,  by 
water,  at  the  lower  rates  ; while  the  more  costly  wares,  or  those  requir- 
ing immediate  delivery,  were  forwarded  overland.  The  object  of  the 
Union  Pacific  was  to  put  a stop  to  this  practice.  This  they  did  by  largely 
raising  their  freights,  which  put  an  effectual  stop  to  shipments  under 
the  open  tariff,  while,  at  the  same  time,  they  offered  to  all  the  large  firms 
which  would  contract  to  make  their  shipments  wholly  by  land,  special 
rates  at  a reduction  even  from  those  in  force  before  the  change.  It  was 
thus  a distinct  step  backward,  for  it  amounted  to  the  abandonment  of  a 
published  and  open  tariff  in  favor  of  a system  of  private  special  contracts. 

Tliis  move  was,  therefore,  not  only  one  of  great  importance,  but  it  was 
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open  to  serious  objections.  It  was  made,  not  by  a petty  local  road,  nor 
by  a competing  trunk  line,  but  by  a great,  subsidized,  continental 
thoroughfare.  As  such,  it  might  naturally  be  inferred  that  it  was  made 
only  after  ample  consideration,  and  with  the  authority  ofthe  full  board 
of  directors.  It  is,  however,  a fact  singularly  illustrative  of  the  absence 
of  that  sense  of  public  responsibility  in  which  the  policy  of  the  Union 
Pacific  is  now  shaped,  that  this  measure,  which  practically  put  in  irons 
the  trans-continental  business  of  the  country,  was  devised  by  two 
freight  agents,  was  never,  before  being  publicly  announced,  submitted 
for  consideration  even  to  the  executive  committee  of  the  board  of  direct- 
ors, much  less  to  the  full  board,  and  was  finally  put  in  force  to  the  utter  sur- 
prise ofthe  public,  on  the  verbal  authority,  so  far  as  can  be  ascertained, 
of  the  president  and  a single  director. 

It  is  unnecessary  to  comment  on  such  a method  of  corporate  manage- 
ment. It  speaks  for  itself.  Meanwhile,  so  far  as  the  measure  is  con- 
cerned, the  objections  to  it  are  apparent.  The  through  business  over  the 
Union  Pacific  is  mainly  done  by  large  houses.  This  is  natural  enough, 
for  such  houses  can,  of  course,  do  it  most  cheaply.  The  measure  under 
discussion,  however,  made  it  impossible  that  this  business  should  be 
done  by  any  but  the  large  houses.  They  have  special  contracts  cover- 
ing it  at  less  than  the  published  tariff  rates.  More  than  this,  it  locks  up, 
in  secret,  transactions  which  more  than  all  others  should  be  public.  The 
special  contracts  may  be  equal  as  between  shippers,  or  they  may  not. 
The  directors  have  every  reason  to  believe  that  they  are,  but  they  none 
the  less  are  lacking  in  that  element  of  publicity  which  in  such  matters 
will  always  remain  the  one  real  safeguard  against  discrimination. 

The  passenger  movement  over  the  road  is  necessarily  light,  and  must 
not  be  judged  by  the  standards  in  use  at  the  East.  The  people  dwell- 
ing along  the  line  have  small  occasion  to  travel  to  and  fro  over  it,  and 
through  passengers  and  immigrants  are  provided  with  a fair  train  serv- 
ice at  not  unreasonable  rates.  The  local  fares  run  to  as  high  a point 
as  9 cents  per  mile  on  some  portions  of  the  mountain  divisions,  which, 
of  course,  would  be  a good  cause  of  complaint  if  there  was  any  travel 
to  be  affected  by  it.  The  average  local  fare  is  about  3.5  cents.  The  ex- 
ceptionally heavy  local  fare  charged  between  Omaha  and  Council  Bluffs 
will  be  more  particularly  referred  to  in  another  part  of  this  report.  On 
through  passengers  the  average  fare  is  3.13  cents  per  mile;  on  through  and 
local  both,  including  immigrants,  it  is  3.33  cents.  These  rates  would  seem 
to  be  about  50  per  cent,  higher  than  those  charged  in  Massachusetts, 
for  instance;  and,  taking  into  consideration  the  nature  of  the  country 
and  the  character  and  industrial  pursuits  of  the  population,  they  are 
not  on  the  face  of  them  unreasonable.  Indeed,  they  are  not  so  high  as 
would  naturally  be  expected.  What  other  and  different  results  might 
be  made  to  appear  from  a more  critical  analysis  on  the  spot  of  the  ac- 
tual working  of  the  tariffs  the  directors  are  unable  to  say.  They  have 
had  no  opportunity  to  make  such  an  analysis  of  them. 

Before  passing  from  the  consideration  of  the  policy  pursued  by  the 
Union  Pacific  in  its  relations  with  the  general  business  public,  there  are 
certain  matters  touching  the  course  which  Congress  has  adopted  towards 
that  company  which  it  seems  necessary  to  refer  to.  From  the  well- 
known  circumstances  connected  with  the  construction  of  the  road,  as 
well  as  from  the  fact  that  the  United  States  Government  is  its  largest 
creditor,  Congress  has  always  been  in  a position  to  exercise  a great, 
if  not  a controlling  influence  even,  over  it.  It  might,  through  a con 
servative  and  intelligent  public  supervision,  have  developed  the  idea  of 
responsibility  in  the  management,  and  compelled  the  adoption  of  such  a 
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liberal  and  far-siglited  policy  as  tlie  directors  have  endeavored  to  suggest. 
In  doing  so,  it  would  naturally  have  looked  to  the  increased  benefits  to  be 
derived  from  the  more  rapid  development  of  the  country,  to  reimburse  the 
government  for  its  outlays  on  the  enterprise,  rath  er  than  to  any  immediate 
cash  repayments  out  of  profits  to  be  derived  from  a pure  money-making 
system  of  tariff  charges  based  on  hard  business  principles.  It.  seems 
fairly  questionable  whether  by  its  recent  legislation  Congress  has  not 
committed  itself  in  a certain  degree  to  another  and  a less  liberal  course. 
By  the  act  of  May  7,  1878,  commonly  known  as  the  Pacific  Railroad 
funding  bill,  the  government  would  seem  to  have  given  its  formal 
approval  to  the  present  business  policies  of  both  those  corporations,  by 
insisting  on  having  a share  of  their  results.  In  the  report  which  accom- 
panied that  act  (Senate  ISTo.  Ill)  the.  committee  very  distinctly  rest  it  on 
the  large  net  earnings  of  the  road  to  which  it  applies,  and  express  the 
opinion  that  those  earnings  “will  be  largely  increased  in  the  future,” 
and,  again,  that  they  “in  the  future  will  not  be  less  than  they  were  in 
the  five  years”  1872-70.  Those  net  earnings  in  part  were,  however, 
and  if  maintained  they  will  in  the  future  continue  to  be,  the  direct 
result  of  that  policy  on  the  part  of  those  managing  the  Union  Pacific 
which  the  directors  in  this  report  have  felt  it  their  duty  to  criticise. 
The  directors  have  already  intimated  their  belief  that  the  percentage  of 
net  earnings  (58  per  cent.)  returned  by  the  Union  Pacific  during  the 
last  three  years  is  considerably  larger  than  it  should  have  been.  The 
adoption  by  the  company  of  a liberal  policy  as  respects  renewals  and 
local  business  development  would  unquestionably  for  some  years  to 
come  decrease  that  percentage.  The  government  should,  however,  for 
obvious  reasons  exert  all  its  influence  to  that  end.  Meanwhile,  the  leg- 
islation referred  to  would  seem  to  sanction  that  wholly  different  policy 
in  the  unnaturally  large  results  of  which  it  is  proposed  to  secure  its  fair 
share  to  the  National  Treasury.  The  government  becomes,  in  short, 
one  of  the  principal  beneficiaries  from  a system  of  railroad  management 
which  is,  to  say  the  least,  in  some  respects  unjust,  in  many  respects 
harsh,  and  in  nearly  all  respects  illiberal  to  its  own  citizens.  While  the 
government  occupies  this  position,  it  would  seem  difficult  for  those  who 
represent  it  more  immediately  in  the  direction  of  the  company  to  exer- 
cise any  considerable  influence  in  favor  of  a policy  more  liberal  but  less 
immediately  profitable. 

Passing  to  the  relations  of  the  Union  Pacific  with  other  members  of 
the  general  railroad  system  of  the  country,  they  would  seem  to  be  of 
three  different  descriptions — its  relations  with  connecting  roads,  with 
competing  lines,  and  with  feeding  lines.  The  Central  Pacific  is  obvi- 
ously the  most  important  of  the  roads  connecting  with  it.  The  relations 
of  these  two  companies  seem  always  to  have  been  sufficiently  harmoni- 
ous. They  compete  with  each  other  only  for  the  Utah  business ; and,  as 
respects  that,  they  have  agreed  upon  a tariff  of  rates  which  they  deem 
not  unreasonable,  and,  subject  to  this  tariff,  business  is  allowed  to  take 
its  own  course.  As  the  dealings  of  Utah  have  hitherto  been  mainly 
with  the  East,  the  bulk  of  its  business  has  come  to  the  Union  Pacific. 
How  long  this  will  continue  to  be  the  case  may  admit  of  growing  doubt. 
Already,  under  the  existing  tariff,  Australian  coke  is  being  brought  to 
Salt  Lake  in  competition  with  that  from  Pennsylvania.  London  would 
also  appear  to  be  the  great  market  for  the  productions  of  Utah.  In  time, 
therefore,  it  would  seem  not  improbable  that  those  products  will  seek 
the  seaboard  by  a local  transit  of  900  miles  to  San  Francisco,  rather  than 
by  one  of  2,500  miles  to  New  York.  Should  a tendency  in  this  direction 
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develop  itself,  it  will  probably  materially  affect  tlie  relations  of  the  two 
Pacific  roads. 

In  its  relations  with  those  more  eastern  roads  which,  connecting  with 
it  at  ( )maha,  complete  the  transcontinental  route,  the  policy  of  the  Union 
Pacific  has  been  single  and  consistent.  Those  managing  its  affairs  have 
uniformly  claimed,  and  have  as  a whole  succeeded  in  a marked  degree  in 
securing,  every  advantage  in  the  division  of  through  rates  which  the 
circumstances  or  fortunate  geographical  position  of  the  road  could  war- 
rant. The  result  has  been  a great  financial  success,  and  speaks  highly 
for  the  business  capacity  of  the  company’s  agents. 

The  relations  of  the  Kansas  Pacific  and  the  Burlington  and  Missouri 
Elver,  in  Nebraska,  with  the  Union  Pacific,  as  connecting  roads,  have 
for  years  engaged  the  attention  both  of  Congress  and  of  the  Department 
of  the  Interior.  As  they  have  repeatedly  been  investigated  and  reported 
upon,  their  further  discussion  here  does  not  seem  necessary.  It  is  suffi- 
cient to  say  that,  so  far  as  the  Burlington  and  Missouri  Eiver  Eoad  is 
concerned,  the  two  companies  have  never  been  able  to  agree  upon  a 
proper  construction  of  the  law  or  upon  any  terms  for  the  general  ex- 
change of  business.  The  two  roads  are,  accordingly,  operated  without 
any  regard  to  each  other.  No  through  rates  on  merchandise  seeking  to 
pass  from  one  to  the  other  are  made;  and  any  person  wishing  to  use  the 
two  lines  as  a joint  route,  is  delivered  by  one  at  Kearney  at  the  local 
fare,  and  is  there  received  and  forwarded  by  the  other  on  tlie  same  terms. 
A similar  condition  of  affairs  prevailed  until  the  last  spring  between  the 
Union  Pacific  and  the  Kansas  Pacific.  A contract  was,  however,  then 
made  looking  to  a business  consolidation  of  these  two  corporations.  A 
copy  of  this  contract  is  herewith  submitted.  It  will  be  observed  that, 
so  far  as  competitive  traffic  is  concerned,  it  is  of  the  closest  character 
and  widest  scope;  it  effectually  disposes  of  it.  This  arrangement,  for 
reasons  which  it  is  unnecessary  to  discuss,  was  not  consummated,  and 
t he  control  of  the  western  portion  of  the  Kansas  Pacific  is  now  in  liti- 
gation. The  two  roads  are,  meanwhile,  so  far  as  any  interchange  of 
traffic  is  concerned,  as  far  apart  as  ever. 

While  it  is  very  undesirable  that  this  state  of  affairs  should  continue, 
it  may  well  be  questioned  whether  the  time  has  yet  come  for  a consoli- 
dation of  the  nature  just  referred  to.  It  would  result  in  the  complete 
disappearance  of  competition.  For  this,  so  far  as  the  directors  are  com- 
petent to  form  any  opinion,  the  region  west  of  the  Missouri  is  not  yet 
ready.  The  roads  are  few  in  number,  and  there  are  no  natural  channels 
of  communication.  The  rates  currently  charged  are  high,  and  public 
opinion,  while  restive  and  uneasy  as  respects  railroad  corporations,  is 
uninformed  as  to  the  proper  remedies  through  which  relief  must  be 
sought.  No  governmental  machinery  exists  to  secure  publicity  and  the 
free  discussion  of  abuses;  nor,  indeed,  has  the  first  well-considered  step 
been  taken  as  yet  to  secure  that  intelligent  public  supervision  over  rail- 
road management  which  can  alone  supply  the  place  of  active  and  even 
ruinous  competition.  Until  some  such  system  can  at  least  be  partially 
matured,  such  a combination  as  that  of  June  last  must  be  regarded  as 
against  public  policy.  Had  it  been  carried  into  effect,  it  would  inevitably 
have  resulted  in  some  arrangement  through  which  tlie  Burlington  and 
Missouri  in  Nebraska  would  have  received  a portion  of  the  results  of  the 
through  business  satisfactory  to  its  management.  Thereafter  the  peo- 
ple and  business  interests  of  the  vast  territory  served  by  the  combina- 
tion would  have  been  wholly  at  its  mercy.  It  only  remains  to  add  that 
the  agreement  of  June  1 was  both  executed  and  had  broken  down  be- 


fore  tlie  present  government  directors  had  been  assigned  to  their  posi- 
tions on  the  committees  pf  the  board. 

Though  the  time  for  a practical  business  consolidation  of  the  Union 
Pacific  with  the  branch  lines  connecting  with  it  has  not  yet  come;  yet 
every  possible  consideration  of  public  interest  demands  that  those  roads 
should  be  operated  with  a certain  degree  of  harmony.  They  should  not, 
at  least,  be  permitted  to  wholly  ignore  each  other,  as  they  now  do,  ex- 
cept, perhaps,  in  the  way  of  hostilities.  Some  provision  should  be  made 
at  an  early  day  to  secure  over  them  the  unrestricted  movement  of  per- 
sons and  property  at  reasonable  rates.  This,  as  is  plainly  apparent 
throughout  the  several  charters,  it  was  the  original  intention  of  Con- 
gress to  secure.  Meanwhile,  it  is  one  of  the  curious  practical  results  of 
railroad  competition  that  the  only  roads  in  that  vicinity  with  which  the 
Union  Pacific  hold  no  business  relations  at  all  are  the  branch  lines  west 
of  the  Missouri  with  whose  tracks  it  has  a direct  connection,  and  which 
were  especially  chartered  to  connect  with  it. 

The  directors  do  not  propose  to  further  discuss  a subject  already  so  fully 
considered.  Meanwhile,  it  may  not  be  out  of  place  for  them  to  remark  that 
the  difficulty  which  surrounds  it  would  appear  to  have  been  needlessly, 
unless  it  was  intentionally,  magnified.  This,  to  a certain  degree,  may 
be  due  to  the  use  of  technical  terms  which  are  not  strictly  applicable, 
and  the  meaning  of  which  is  not  fully  understood.  The  question  involved 
in  this  controversy  is  not,  as  is  commonly  supposed,  one  of  prorating, 
as  it  is  called.  It  is,  on  the  contrary,  simply  a question  of  the  inter- 
change of  business  between  connecting  roads  on  reasonable  terms.  The 
practice  of  prorating  is  merely  one  method  of  arriving  at  a division  of 
receipts  from  a common  business.  It  is  a method,  also,  which,  so  far  as 
the  directors  are  informed,  has  never  been  adopted  in  the  legislation  of 
any  country;  it  is  peculiar  to  the  voluntary  dealings  of  the  corporations 
among  themselves.  The  measure  of  reasonable  rates  at  which  business 
shall  be  exchanged  between  connecting  roads  is  of  wholly  a different 
character.  The  machinery  by  which  it  is  established  is  a familiar  feat- 
ure in  railroad  legislation,  as  precedents  for  it  exist  in  the  laws  of  many 
foreign  countries,  as  well  as  in  those  of  several  States  of  the  Union.  It 
amounts  simply  to  a compulsory  reference  of  the  points  in  dispute,  on 
the  application  of  either  party,  to  an  impartial  board  of  arbitrators, 
whose  decision  as  to  what  is  reasonable,  under  all  the  circumstances  of 
the  case,  is  final  and  binding  on  all  concerned  for  a fixed  period  of  time. 
If  in  this  case  the  companies  are  unable  to  agree,  the  directors  see  no 
reason  why  a satisfactorily  compulsory  settlement  in  the  interest  of  the 
public  should  not  be  reached  in  this  way. 

The  conditions  of  the  Union  Pacific  as  respects  competitive  business 
generally  are  very  simple  when  compared  with  those  under  which  rail- 
roads are  operated  in  the  more  eastern  sections  of  the  country.  It  is 
forced  to  compete  with  the  Panama  route  and  the  Pacific  Mail  Steam- 
ship Company  for  a portion  of  its  through  business;  with  the  Central 
Pacific  for  the  Utah  business;  with  the  Missouri  lfiver  for  the  Montana 
business;  with  the  Denver  roads  for  the  Colorado  business,  and  with 
the  Burlington  and  Missouri  River,  in  Nebraska,  for  a portion  of  the 
Nebraska  business.  The  competition  with  the  Panama  route  has  hith- 
erto, except  at  brief  intervals,  been  regulated  by  contract.  The  Pacific 
Mail  Company  has  received  $5  on  account  of  each  through  passenger  by 
the  overland  route,  and  the  Pacific  roads  have  also  guaranteed  it  ireight 
money  to  the  amount  of  $42,000  per  month.  This  arrangement  termi- 
nates during  the  present  month.  It  is  understood,  however,  that  it  will 
be  renewed  on  terms  somewhat  more  favorable  to  the  steamship  com- 
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pany,  though  not  essentially  different.  It  is  in  the  nature  of  a “pool.” 
Under  it  all  active  competition  between  tlie  two  routes  ceases,  and  rates 
of  fare  and  freight  are  sustained.  The  understanding  between  the  Union 
Pacific  and  the  Central  Pacific  roads,  as  respects  the  Utah  business,  has 
already  been  referred  to.  The  only  competition,  then,  would  seem  to  be 
that  between  the  eastern  and  western  points  of  distribution.  The  com- 
petition with  the  Missouri  River  lines  for  the  Montana  business  is  real, 
but  not  severe.  It  is  met  in  the  usual  way.  Through  rates  are  care- 
fully reduced  and  graded,  irrespective  of  distance,  so  that  the  competi- 
tive points  may  be  reached  and  held.  During  a portion  of  the  present 
year  the  competition  for  the  Denver  business  was  both  real  and  severe. 
The  rates  from  Chicago  to  that  point  were  forced  so  low  that  the  Union 
Pacific  carried  merchandise  from  Omaha  to  Cheyenne  on  the  way  to 
Denver  for  1 mill  per  ton  per  mile,  while  tlie  usual  local  rate  between 
those  points  on  the  goods  of  the  same  description  was  from  12  to  18 
times  that  amount.  These  rates  were  in  force,  however,  only  about  six 
weeks,  when  they  resulted,  as  such  struggles  always  must  result,  in  an 
agreement  of  the  competing  lines  and  practical  division  of  the  business. 

During  the  last  few  years,  however,  and  under  the  management  of  those 
who  now  control  it,  the  policy  of  the  Union  Pacific  has  been  to  protect 
itself  from  competition  in  another  way.  It  has  sought  to  occupy  the 
territory  adjacent  to  its  line  in  advance,  through  tlie  construction  of  a 
system  of  branch  roads  or  feeders.  This  seems  in  every  respect  a wise 
policy,  and  one  which  it  is  for  the  interest  of  the  government  to  encour- 
age. Through  it  not  only  are  much-needed  railroad  facilities  furnished, 
but  the  net  earnings  of  the  company  being  thus  applied,  the  permanent 
value  of  the  property  as  a security  for  the  advances  made  to  the  corpora- 
tion by  the  government  is  largely  enhanced.  There  are  now  five  of  these 
branch  lines  in  which  the  Union  Pacific  is  interested,  either  directly  or  indi- 
rectly, to  the  extent  of  entire  possession  or  in  part ; these  are  the  Omaha 
and  Republican  Valley,  the  Colorado  Central,  the  Utah  Central,  the 
Utah  Southern,  and  the  Utah  and  Northern.  It  is  not  deemed  necessary 
to  encumber  this  report  with  any  details  concerning  these  branch  lines, 
either  as  touching  their  length  or  their  business  and  financial  relations 
with  the  Union  Pacific.  If  desired  by  the  department,  these  can  most 
readily  be  obtained  through  the  office  of  the  government  auditors. 
Meanwhile  it,  of  course,  need  not  be  said  that  these  branch  lines,  or  the 
securities  which  represent  them  in  so  far  as  they  are  the  property  of  the 
Union  Pacific  Railroad  Company,  are  not  covered  by  the  government 
mortgages,  and  contribute  to  the  security  of  those  mortgages  only  in  so 
far  as  these  branches  are  valuable  feeders  of  the  main  line,  and  as  such 
practically  inseparable  from  it. 

The  question  as  to  whether  the  legal  terminus  of  the  Union  Pacific 
road  was  upon  the  west  or  the  east  side  of  tlie  Missouri  River — in  Omaha 
or  in  Council  Bluffs — has  heretofore  excited  much  public  interest,  and 
engaged  the  attention  of  the  government  directors.  This  question  was, 
some  years  ago,  finally  decided  by  the  Supreme  Court  in  favor  of  the 
east  side  of  the  river.  (Union  Pacific  Railroad  Company  vs.  Hall,  1 Otto, 
313.)  As  the  proceedings  in  this  matter  are  of  public  record,  and  as 
such  are  accessible  to  the  government,  no  further  reference  to  it  would 
seem  to  be  here  necessary.  In  accordance  with  this  decision,  the  bridge 
across  the  Missouri  River  has  become  an  integral  portion  of  the  through 
line,  and  the  Union  Pacific  trains  now  run  to  the  union  depot  at  Coun- 
cil Bluffs.  The  connection  with  the  various  roads  east  of  the  river  is 
there  made. 

This  action  of  the  courts  would  seem  finally  to  dispose  of  the  question 


of  tlxe  Omaha  bridge  charges,  wliicb  have  for  years  been  the  occasion  of 
much  public  discussion,  especially  at  Omaha.  It  is,  however,  still  locally 
urged  that  the  bridge  allowances  in  the  division  of  receipts  from  through 
business  made  to  the  Union  Pacific,  and  the  rates  charged  for  the  car- 
riage of  persons  and  merchandise  between  Council  Bluffs  and  Omaha  are 
excessive,  if  not  illegal ; or,  as  it  is  usually  stated,  they  constitute  an 
onerous  and  special  tax,  which  the  corporation  has  no  right  to  levy,  of 
-50  cents  a head  on  every  person  and  §1  on  every  ton  of  merchandise 
which  crosses  the  Missouri  on  the  Union  Pacific  track.  So  far  as  these 
complaints  relate  to  the  legality  of  these  allowances  and  charges,  the 
directors  do  not  feel  it  incumbent  upon  them  to  either  form  or  express 
an  opinion.  That  question  the  courts  must  decide.  So  far  as  their  pro- 
priety or  reasonableness  is  concerned,  the  matter  is  one  clearly  within 
the  province  of  the  board.  As  respects  through  passengers  or  freight, 
the  allegations  referred  to  would  not  appear  to  be  sustained  by  facts. 
It  is  true  that,  in  the  division  of  receipts  from  through  business  among 
the  connecting  roads,  an  allowance  for  bridge  charges  is  made  to  the 
Union  Pacific.  But  it  does  not  follow  that  the  total  amount  paid  either 
by  the  passenger  or  upon  the  goods  crossing  the  river  is  at  all  increased 
thereby.  It  would  seem,  on  the  contrary,  to  be  merely  another  question 
arising  out  of  those  methods  of  division  already  referred  to.  The  total 
through  rate,  whether  fare  or  freight,  is  a fixed  sum.  Before  dividing 
this  sum,  a certain  amount  is  deducted  and  allowed  to  the  Union  Pacific 
on  account  of  the  Omaha  bridge.  It  is  a mistake  to  suppose  that  if  this 
amount  were  not  so  deducted  and  allowed,  the  through  rate  would  be 
diminished  by  an  equal  sum.  Xo  such  reduction  has  usually  been  made 
in  other  and  similar  cases  elsewhere,  or  would  probably  be  made  in  this 
case  ; but,  the  total  amount  remaining  the  same,  it  is  not  impossible  it 
might  be  divided  in  a slightly  different  ratio.  In  other  words,  the  Omaha 
bridge  allowance  is  a matter  between  the  roads,  in  no  way  necessarily 
affecting  the  public;  and,  as  a rule,  the  roads  have  been  found  quite 
capable  of  taking  care  of  their  own  interests.  In  this  case  it  is  not  pro- 
posed that  the  government  should  establish  a fixed  through  rate,  and  it 
is  not  apparent  why  it  should  concern  itself  in  the  division  made  by  the 
roads  of  the  rate  fixed  by  them. 

The  same  fares  and  freights  are,  however,  charged  on  the  local  travel 
and  traffic  between  Omaha  and  Council  Bluff's  as  upon  the  through : 
that  is,  50  cents  for  each  person,  and  $10  per  car,  or  5 cents  per  hun- 
dred, on  merchandise.  As  respects  the  last,  judged  by  all  usage,  the 
amount  named  cannot  be  considered  unreasonable  as  a terminal  charge 
in  a case  involving  such  an  outlay  for  facilities  as  those  at  Omaha.  So 
far  as  the  directors  know,  it  is  customary  for  railroads  under  such 
circumstances  to  demand  and  receive  terminals,  and  5 cents  per  hun- 
dred is  not  an  unusual  one.  The  case  is  different  as  respects  local  pas- 
sengers. For  them  it  is  neither  customary  nor  in  itself  reasonable  to 
charge  heavy  local  terminals.  They  handle  themselves,  and  share  the 
benefits  of  stations,  bridges,  &c.,  only  in  common  with  all  other  passen- 
gers. For  Instance,  many  railroads  hi  this  country  terminating  in  great 
cities  have  far  larger  amounts  permanently  invested  in  terminal  facili- 
ties than  the  Union  Pacific  has  invested  between  Omaha  and  Council 
Bluffs,  including  those  two  places.  For  the  carriage  of  merchandise  to 
points  on  the  line  of  such  roads  three  miles  from  their  termini,  those 
roads  charge  and  receive  probably  at  least  5 cents  a hundred.  At  any 
rate,  such  a charge  would  not  be  considered  unreasonable.  Xot  one  of 
those  roads,  or  indeed  any  road  hi  the  country,  would  think  of  charging 
a local  fare  of  50  cents  on  passengers  between  the  same  points.  If  they 
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did,  it  would  simply  result  in  tlieir  passengers  taking  other  means  of 
conveyance.  In  such  cases,  10  cents  is  the  usual  and  reasonable  fare, 
and  the  directors  are  unable  to  see  any  reason  why  this  should  not  be 
adopted  by  the  Union  Pacific  as  the  local  passenger  rate  across  the 
bridge. 

But  one  further  subject  remains  to  be  considered.  The  interest  of  the 
Union  Pacific  Company  in  such  portions  of  its  land-grant  as  still  remain 
unsold  has,  under  a recent  decision  of  the  Department  of  Interior,  become 
a subject  of  litigation.  It  is  no  part  of  the  duty  of  the  government 
directors  to  discuss  the  merits  of  that  question.  However  this  litigation 
may  result,  there  are  certain  questions  connected  with  the  Union  Pacific 
land-grant  which  apparently  will  not  be  affected  by  it,  but  which,  from 
every  point  of  view,  would  seem  to  call  for  some  additional  legislation. 
As  is  now  generally  well  known,  the  land  covered  by  the  Union  Pacific 
grant  varies  greatly  in  character.  Scarcely  one-quarter  part  of  it  can 
1 >e  classed  as  arable,  while  more  than  half  the  remainder — some  4,500,000 
acres — is  supposed  to  be  available  for  grazing  purposes.  The  rest — 
3,000,000  acres — comes  under  the  general  denomination  of  waste  lands, 
the  value  of  which,  apart  from  mineral  deposits,  depends  upon  climatic 
changes  in  the  more  or  less  remote  future.  To  be  of  any  real  service 
these  lands  not  arable  must  be  held  in  large  tracts  as  cattle-ranges,  vast 
extents  of  which  are  dependent  for  value  on  the  control  of  a water-front. 
The  system  of  alternate  sections  in  which  this  land  is  now  held  under 
the  existing  land-grant  legislation  effectually  puts  a stop  to  a disposal  of 
it.  Alternate  sections  only  can  be  conveyed,  and  the  control  of  a water- 
course in  one  section  may  imply  a practical  enjoyment  without  ownership 
of  several  adjoining  sections.  Under  these  circumstances  the  expedi- 
ency of  some  legislation  affecting  the  grazing  and  wastelands  west  of  a 
point  at  or  near  North  Platte  would  seem  to  be  obvious.  The  directors 
are  aware  that  this  whole  subject  was  discussed  in  the  annual  report  of 
the  Secretary  of  the  Interior  for  the  year  ending  June  30,  1877  (p.  21), 
and  they  refer  to  it  now  simply  because  nothing  has  yet  been  done  to 
carry  out  the  recommendations  then  made.  A personal  examination  on  the 
spot  shows  that  the  matter  is  one  of  consequence.  The  mistake  of  apply- 
ing legislation  intended  for  arable  lands  to  grazing  or  desert  lands  should 
be  rectified,  and  rectified  in  the  manner  already  suggested  in  the  report 
referred  to.  An  exchange  should  be  made,  the  government  ceding  to 
the  railroad  company  all  the  sections  on  one  side  of  the  road,  and  re- 
ceiving from  it  in  lieu  thereof  all  the  sections  on  the  other  side  of  it.  In 
this  way  the  interests  of  both  parties  would  be  subserved,  while  title 
could  be  given  to  tracts  of  the  necessary  size.  It  is  unnecessary  to  dis- 
cuss at  this  time  the  details  of  the  proposed  legislation.  The  necessary 
provision  would,  of  course,  be  made  in  it  to  protect  all  private  rights 
heretofore  acquired.  As  to  its  general  expediency  there  would,  however, 
seem  little  room  for  question. 

CHARLES  E.  ADAMS,  Jr. 

DANIEL  CHADWICK. 

GEORGE  B.  SMYTH. 

RALPH  P.  BUCKLAND. 

CHARLES  C.  HOUSEL. 

Hon.  Caul  Schurz, 

Secretary  of  the  Interior , Washing  ton. 
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Petition. 

In  tlie  circuit  court  of  tlie  United  States  for  tlie  district  of  Kansas. 

Adolphus  Meier  and  John  A.  Stewart,  complainants  A 

vs.  1 

The  Kansas  Pacific  Railway  Company  and  others,  j 
defendants.  J 

To  the  honorable  the  judges  of  the  circuit  court  of  the  United  States,  sitting  in  and 

for  the  district  of  Kansas : 

Your  petitioners,  the  complainants  herein,  respectfully  show  unto  this  honorable 
court : 

I.  That  since  the  bringing  of  this  suit,  it  has  resulted  that  the  operation  of  the  rail- 
way of  the  defendant,  the  Kansas  Pacific  Railway  Company,  by  the  receivers  herein, 
lias  been  attended  with  great  expense,  and  that  thus  far  it  has  been  found  impractic- 
able to  operate  the  same  in  conformity  with  the  duty  of  said  defendant  to  the  public 
and  the  government,  pursuant  to  the  act  of  Congress  approved  July  1,  1862,  and  the 
various  acts  amendatory  thereof,  for  the  reason  that  it  did  not  appear  to  the  Union 
Pacific  Railroad  Company  to  be  for  its  best  interest  to  operate  its  road,  over  and  upon 
which  all  through  or  joint  traffic  of  the  defendant,  the  Kansas  Pacific  Railway  Com- 
pany’s road,  must  of  necessity  go,  in  harmony  with  it. 

II.  That  for  the  purpose  of  complying  with  the  public  duty  of  the  defendant,  the 
Kansas  Pacific  Railway  Company,  to  the  public  and  the  government,  of  diminishing, 
so  far  as  possible,  the  operating  expenses  of  the  defendant,  the  Kansas  Pacific  Rail- 
way Company,  and  of  securing  to  the  cestuis  que  trust  of  complainants  the  payment  of 
the  principal  and  interest  of  the  obligations  of  the  defendant,  the  Kansas  Pacific  Rail- 
way Company,  to  such  cestuis  que  trust  in  a satisfactory  manner,  all  of  which  said 
objects  are  dependent  upon,  as  your  petitioners  are  informed  and  verily  believe,  the 
harmonious  operation  of  the  road  of  the  defendant,  the  Kansas  Pacific  Railway  Com- 
pany and  the  road  of  the  Union  Pacific  Railroad  Company,  and  that  with  a view  to 
secure  such  harmonious  operation,  a proposed  traffic  agreement  or  running  arrange- 
ment between  the  Union  Pacific  Railroad  Company,  the  Colorado  Central  Railroad 
Company,  the  Kansas  Pacific  Railway  Company  and  its  receivers,  has  been  prepared, 
and  preliminarily  agreed  on  by  the  representatives  of  the  parties  thereto,  a copy  of 
which  is  hereto  annexed. 

III.  That  your  petitioners  are  informed  and  verily  believe  that  it  is  for  the  best 
interests  of  your  petitioners,  and  of  all  concerned,  that  such  traffic  agreement  or  run- 
ning arrangement  should  be  made  and  entered  into  by  the  proposed  parties  thereto, 
provided  the  rights  of  your  petitioners  and  the  other  parties  to  this  suit  can  be  pro- 
tected and  secured  in  such  manner  and  by  such  order  of  this  honorable  court  as  to 
the  court  shall  seem  just  and  proper. 

Wherefore,  your  petitioners  pray  that  if  the  proposed  traffic  contract  and  the  pro- 
posed agreement  shall  meet  with  the  approval  of  this  honorable  court,  a proper  order 
protecting  and  securing  the  rights  of  your  petitioners  and  all  others,  parties  hereto, 
may  be  entered,  authorizing  tlie  receivers  herein  to  enter  into,  put  in  operation  and 
carry  out  the  proposed  traffic  contract. 

J.  A.  STEWART  and 
A.  MEIER, 

By  J.  P.  USHER, 

Their  Solicitor. 

At  chambers  of  the  circuit  court  of  the  United  States  for  the  district  of  Kansas. 

Adolphus  Meier  and  John  A.  Stewart,' 
complainants, 
vs. 

The  Kansas  Pacific  Railway  Company  and 
others,  defendants. 

Upon  reading  and  filing  the  annexed  petition,  together  with  a proposed  contract,  a 
copy  of  which  is  hereto  annexed,  upon  all  the  pleadings  and  proceedings  herein,'  and 
after  hearing  J.  P.  Usher,  esq.,  of  counsel  to  complainants,  it  is  ordered  that  Henry 
Yillard  and  Carlos  S.  Greeley,  as  receivers  herein,  be,  and  they  are  hereby,  authorized 
and  empowered  to  make  and  execute  the  proposed  contract,  of  which  a copy  is  hereto 
annexed,  and  to  operate  and  manage  the  railroad  of  the  Kansas  Pacific  Railway  Com- 
pany in  conformity  Avitli  the  terms  and  provisions  of  said  proposed  contract  until  the 
further  order  of  this  court. 

C.  G.  FOSTER,  Judge. 
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(Endorsed:)  No.  1894.  Adolphus  Meier  and  John  A.  Stewart  vs.  The  Kansas  Pacific 
Railway  Company  et  al.  Petition  of  complainant  and  order  thereon.  Filed  .June 
13th,  1878.  A.  S.  Thomas,  cleric,  by  J.  N.  Striokler,  deputy. 

United  States  of  America, 

District  of  Kansas,  ss  : 

I,  A.  S.  Thomas,  clerk  of  the  circuit  court  of  the  United  States  of  America  for  the- 
district  of  Kansas,  do  hereby  certify  the  foregoing  to  be  a true,  full,  and  perfect  copy 
of  the  petition  of  complainant  and  order  thereon,  filed  June  13th,  1878,  in  the  suit  of 
Adolphus  Meier  et  al.  vs.  The  Kansas  Pacific  Railway  Company  et  al.,  No.  1894,  in 
said  court. 

In  testimony  whereof  I have  hereunto  set  my  hand  and  affixed  the  seal  ©f  said 
court,  at  my  office  in  Topeka,  in  said  district  of  Kansas,  this  15th  day  of  June, 
A.  D.  1878. 

[SEAL.]  A.  S.  THOMAS,  Clerk, 

By  J.  N.  STRICKLER,  Deputy. 

This  agreement,  executed  in  quadruplicate,  between  the  Union  Pacific  Railroad 
Company,  party  of  the  first  part,  the  Colorado  Central  Railroad  Company,  party  of 
the  second  part,  the  Kansas  Pacific  Railway  Company,  and  Henry  Yillard  and  Carlos 
S.  Greeley,  as  receivers  of  the  Kansas  Pacific  Railway  Company,  party  of  the  third 
part,  witnesseth : 

That  it  is  agreed  between  the  parties  hereto  as  follows: 

First.  That  the  railroads  of  the  parties  hereto  shall,  under  the  general  direction  of 
the  Union  Pacific  Railroad  Company,  be  managed,  operated,  and  controlled  as  one 
property. 

Second.  That  to  this  end  all  the  tolls,  incomes,  rents,  issues,  and  profits,  arising 
from  the  freight,  passenger,  and  all  other  traffic  of,  over,  or  from  the  said  railroads 
(including  the  existing  branches  of  the  Kansas  Pacific  Railway),  hereafter  referred  to 
as  gross  earnings  of  the  parties  hereto,  including  the  bridge  of  the  party  of  the  first 
part  over  the  Missouri  River,  between  Omaha,  in  Nebraska,  and  Council  Bluffs,  in 
Iowa,  shall  constitute  a common  fund  or  pool. 

Third.  That  gross  earnings,  contributed  by  the  parties  hereto,  shall  be  apportioned, 
divided,  and  remitted  monthly  to  the  proper  officers  of  the  respective  parties  hereto, 
as  follows,  namely: 


To  the  party  of  the  first-  part,  for  its  main  line .72858  per  cent. 

To  the  party  of  the  first  part  for  its  Omaha  bridge 02776  “ “ 

To  the  party  of  the  second  part 04673  ‘‘  “ 

To  the  party  of  the  third  part 19693  “ “ 


These  percentages  having  been  arrived  at  by  mutual  agreement,  the  earnings  of 
the  properties  of  the  parties  hereto  for  the  preceding  year  having  been  treated  as  the 
basis  of  this  apportionment,  the  said  earnings  for  the  preceding  year  having  been 
agreed  to,  have  been  as  follows,  viz : 


Of  the  party  of  the  first  part  for  its  main  line  (twelve  millions  four  hun- 
dred and  seventy-three  thousand  two  hundred  and  three  dollars) $12,  473,  203 

Of  the  party  of  the  first  part,  for  its  Omaha  bridge  (four  hundred  and 

seventy-five  thousand  two  hundred  and  seventy-three  dollars) 475, 273 

Of  the  party  of  the  second  part  (eight  hundred  thousand  dollars) 800,000 

Of  the  party  of  the  third  part  (three  million  three  hundred  and  seventy- 
one  thousand  three  hundred  and  one  dollars) 3,  371,  301 


Aggregate  gross  earnings  for  preceding  year $17, 119, 777 


Provided,  however,  that  if  the  contributions  of  either  of  the  parties  hereto  for  its 
gross  earnings,  for  any  month,  shall  be  in  excess  of  its  distributive  share  of  the  total 
gross  earnings,  upon  the  basis  of  this  article,  that  there  shall  be  retained  by  such 
party  out  of  the  aggregate  gross  earnings  for  such  month,  in  addition  to  the  distrib- 
utive share  allowed  to  it  out-  of  such  gross  earnings,  the  sum  of  fifty  per  cent,  of  such 
excess  of  freight  earnings,  such  sum  to  be  allowed  to  such  party  as  a compensation 
for  the  cost-  of  conducting  the  transportation  of  freight  by  it,  but  not  to  be  allowed  for 
the  transportation  of  passengers. 

Fourth.  That  -within  thirty  days  after  the  expiration  of  the  first  year  after  the  ex- 
ecution of  this  agreement,  and  within  thirty  days  after  the  expiration  of  each  suc- 
ceeding year  of  the  period  covered  by  this  agreement,  a readjustment  of  the  above- 
named  percentages  shall  be  made  upon  the  application  of  either  of  the  parties  hereto,. 
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if  they  do  not  otherwise  agree,  in  the  following  manner : The  party  of  the  first  part 
shall  nominate  two  disinterested  experts,  one  of  whom  shall  he  charged  with  the  duty 
of  representing  and  acting  in  the  interest  of  the  Omaha  bridge,  the  other  of  whom 
shall  he  charged  with  the  duty  of  representing  and  acting  in  the  interest  of  the 
main  line  of  the  party  of  the  first  part,  and  the  parties  of  the  second  and  third  part 
shall  each  nominate  a disinterested  expert,  each  of  whom  shall  he  charged  with  the 
duty  of  representing  and  acting  in  the  interest  of  the  second  and  third  parties,  re- 
spectively, and  if  the  experts  so  nominated  shall  unanimously  agree  upon  a decision 
of  the  matters  and  questions  submitted  for  their  determination,  such  decision  shall 
he  final  for  the  succeeding  year;  but  if  they  shall  not  agree  upon  a unanimous  de- 
cision, said  experts  shall  agree  upon  a fifth  expert,  and  a decision  of  a majority  of 
said  five  experts  upon  the  matters  and  questions  submitted  for  their  determination 
shall  he  final  for  the  succeeding  year  ; and  it  shall  be  the  duty  of  such  experts,  in  con- 
sidering the  matters  and  questions  submitted  for  their  determination,  and  in  forming 
their  decision  thereon,  to  give  careful  and  due  regard  to  the  natural  and  legitimate 
growth  of  local  freight  and  passenger  traffic  of  the  railroads  of  the  parties  hereto, 
that  in  determining  the  percentages  of  the  respective  parties  hereto,  the  railroad  of 
each  of  the  parties  hereto  shall  receive  due  allowance  for  earnings  from  freight  or 
passenger  traffic  naturally  belonging  to  said  railroad,  respectively;  and  it  shall  also 
be  the  duty  of  such  experts  to  give  full  force  and  effect  to  the  spirit  and  intention  of 
this  agreement,  which  is  hereby  declared  to  be  to  operate  the  railroads  of  the  parties 
hereto  as  one  property  and  in  such  manner  as  to  produce  and  to  assure  the  greatest 
financial  benefits  to  them  as  a united  interest. 

Fifth.  That  the  accounts  of  gross  receipts  of  all  freight,  passenger,  and  other  traffic 
of  the  railroads  of  the  parties  hereto  shall  be  kept  by  the  proper  officers  thereof,  and 
all  of  said  receipts  shall  he  remitted  to  the  joint  treasurer  of  said  companies  at  Bos- 
ton under  such  rules  and  regulations  as  the  managers  shall  direct. 

Sixth.  That  each  of  the  parties  hereto,  when  it  can  consistently  be  done  without 
especial  difficulty  or  injury  to  itself,  will,  if  required,  accommodate  either  of  the  other 
parties  hereto  with  materials  and  supplies  used  in  operating  said  lines  of  railroads 
at  the  same  rates  charged  to  itself,  by  whom  the  same  may  be  furnished,  and  that 
the  rate  of  transportation  of  said  materials  and  supplies  shall  be  one  cent  per  ton 
per  mile. 

Seventh.  That  this  agreement  shall  continue  operative  and  controlling  upon  the 
parties  hereto  for  fifty  years  from  the  date  of  its  inception,  which  last-named  date 
shall  be  within  thirty  days  from  the  making  hereof. 

Eighth.  That  this  agreement  is  subject  to  the  ratification  of  the  United  States  cir- 
cuit court  for  the  district  of  Kansas,  in  the  suit  of  A.  Meier  et  al.  vs.  The  Kansas 
Pacific  Railway  Company  et  al. 

In  witness  whereof  the  parties  hereto  have  caused  the  same  to  be  executed  by  their 
executive  officers,  this  first  day  of  ,1  une,  one  thousand  eight  hundred  and  seventy-eight, 
the  receivers  signing  the  same  with  their  own  proper  hands. 

THE  UNION  PACIFIC  RAILROAD  COMPANY, 

By  SIDNEY  DILLON,  President. 

KANSAS  PACIFIC  RAILWAY  COMPANY, 

By  ROBERT  E.  CARR,  Ft. 

COLORADO  CENTRAL  RAILROAD  COMPANY. 

W.  A.  H.  LOVELAND,  First. 

Per  J.  P.  USHER. 

Witness : 

H.  H.  Clark.  C.  S.  GREELEY,  Receiver. 

HENRY  VILLARD,  Receiver. 
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The  Western  Union  Telegraph  Company.  Dated  Pine  Bluffs,  Neb.,  11,  1878.  Received 
at  Leavenworth,  Kas.,  June  11,  2.20  p.  m. 

To  Hon.  J.  P.  Usher  : 

Executive  Committee  of  Colorado  Central  have  ratified  the  pooling  contract,  and  I 
have  signed  the  copies  here.  You  are  authorized  to  sign  the  Colorado  Central  contract 
in  your  possession  as  attorney  in  fact.  Answer  if  this  is  satisfactory. 

W.  A.  H.  LOVELAND, 

Prest.  C.  C.  R.  R. 

43  D.  H.,  via  Om. 

(Endorsed:)  No.  1894.  The  Union  Pacific  Railroad  Company  with  the  Kansas  Pa- 
cific Railway  Company  and  others.  Agreement.  Dated  June  1st,  1878.  Filed  June 
13th,  1878.  A.  S.  Thomas,  clerk,  by  J.  N.  Strickler,  deputy. 
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United  States  of  America, 

District  of  Kansas,  ss  : 

J „ A-  S.  THOMAS,  Clerk, 

By  J.  N.  STRICKLER,  Deputy. 


